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iMelname(s)in full)

of
begin a mermber/members of the above-named Company hereby
appoint the Chairman of the Meeting or (see Note (d)}

our proxy to vote for me/us on my/our behalf at the Annual

-~ G il Meeting of the Company to be held at 11:00 am on the
4th May, 2006 at The Maerrion Hotel, Upper Merrion Street, Dublin 2
and at any and every adjournment thereof.

Q

Notes

(a) To be valid this proxy form must be deposited at or returned to the
Company's Registrars, together with any authorisation under which
is signed, to reach them nor less than 48 hours before the time
fixed for the holding of the meeting and any adjournments therof.

If the appainter is a corporation, this form must be under its
Commeon seal or under the hand of some officer or attorney duly
authorised in that behalf.

In the case of joint holders, the signature of any one holder will be
sufficient but the names of all the joint holders should be stated.

If you desire to appoint a proxy other than the Chairman of the
Meeting, please insert his/her name and address, delete “the
Chairman of the Meeting or”, and initia! the alteration.

If this forr is signed and returned but without any indication as
1o how the person appointed Proxy shall vote, he will exercise his
wration as to how he votes or whether he abstains from voting.

is form, which is personalised, may only be used in respect of
the sharsholding of which details are shown above. Any alteration
to such details, or any atternpt to use the Form in respect of any
other shareholding, may render this form invalid.

I AR

in

{g] A Proxy need not be a member of the Company but must attend
the Meeting to represent you.

(h) The appointment of a Proxy does not preclude a Member from
attending and voting at the Meeting.

Signature Dated

only one joint holder 1o sign (see note ¢}

e D ks AL d:"iimdn'h”‘ M A LS R S A O RSy AT DR B

Resolutions

TR SRR AR
To' recea e the Darectorsgﬂepon*

Agnlnst‘ '

i ‘:ls'i"'-i R

i
4 eslect thel foliowing, Directd
o %Fa&éﬁ;r&aa"rw »ax,,%df’erg. ’f"&ﬂ;#:‘..ﬂ-

skho

o TSR A
ctigficefritamswag
e

APbLan,
Goggorauon, erta

Signature of Shareholder

If you are a proxy name of proxy

Signature




AgCert International plc (the “Company”)

I NOTICE IS HEREBY GIVEN that the Annua! General Mesting
of the Company will be held at The Merrion Hotel, Upper
Merrion Street, Dublin 2 on the 4th day of May 2006 for

the transaction of the following business:-

1
|
C.T Oread the Notice convening the Mesting.

2 To receive the Directors' Report, the Report of the
: Rermuneration Committee and the Audited Accounts
’ for the period ended 31 December 2005 together with
i the Auditors' Report thereon.

3 To re-appoint KPMG as Auditors of the Company to

hold office until the conclusion of the next general
i meeting at which accounts are laid before the Company
and to authorise the Directors to agree the remuneration
of the Auditors.

] 4 Tore-elect the following Directors, by way of separate
[ resolutions, whao retire by rotation in accordance with
‘ Articte 87 of the Company's Articles of Association:-

{i) Mr. Paui D'Alton;
! i} Sir Robert Malpas.

e J/
Q © consider, and if thought fit, pass the following
resolution as a special resolution:-

' _~THAT regulation 132.1 contained in the Articles of
Association be deleted in its entirety and replaced with
the following regulation 132.1 to read as follows:

132.1 A notice or document {including a share certificate)
to be given, served or delivered in pursuance of
these Articles may be given to, served on or
delivered to any member by the Company:

(i} by handing sarme to him or his authorised agent;
fil by leaving the same at his registered address;

(il by sending the same by the post or other delivery
service in a pre-paid cover addrassed to him at his
registered address; or

{iv) by sending the same by telex, telefax, electronic

’ email or any other means of communication
approved by the directors, to the address or

number of the recipient notified to the Comparl\y by
the recipient for such purpose {or, if not so notified,
then to the address or number of the recipient last
known to the Company).” ;

!

To consider, and if thought fit, pass the following
resolution as a special resolution:- t

;
. S . |
“THAT regulation 132.3 contained in the Articles of |
Association be deleted in its entirety and replaced with

the following regulation 132.3 to read as follows: !

132.3 Where a notice or document is given, served or
delivered pursuant to Article 132.1(c) the givir!g,
service or delivery thereof shall be deemed tq have
been effacted at the expiration of 24 hours after the
cover containing it was posted or given to deiWew
agents {as the case may be). In proving such service
or delivery, it shall be sufficient to prove that ;such
cover was properly addressed, pre-paid and posted
or given to delivery agents. Where a notice o:
document is given, served or delivered pursuant
10 Article 132.1(d) any notice so given shall be
deemed, in the absence of any agreement to the
contrary between the Company and the racipient,
to have been served at the time of delivery ér,
if delivery is refused, then when tendered.”

7 To consider, and if thought fit, pass the following

!

I

i

resolution as an ordinary resolution:- i
:

“THAT the Directors shall be, for the purposes of §ection
20 of the Companies {Amendment} Act 1983 {the {1383
Act™) and they are hereby generally and unconditionally
authorised to exercise all of the powers of the Company
to allot and issue the relevant securities {as defined in
Section 20{10) of the 1983 Act) up to an amount equal
to one third of the authorised but unissued share capital
of the Company after the passing of this resolution and
to allot and issue any shares purchased by the Colmpany
pursuant to the provisions of the Companies Act 11990
{the “1990 Act”) and held as Treasury Shares. ;

The authority hereby conferred shall expire at the
commencement of the Annual General Meeting of the

i
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AgCert International plc produces greenhouse gas emission
reductions from agriculture for sale to industriat emitters,
governments , funds and energy traders

AgCert International plc, headquartered in Ireland, has operations in 7 countries,
employing 208 peopls. AgCert International plc is listed on the London Stock Exchange
since 02 June 2005. AgCert International plc and subsidiaries ("the Group” or “AgCert")
have a highly experienced management team.

AgCert was founded in 2002 to produce and seli reductions in greenhouse gas emissions
(referred to as "Offsets”) from agricultural sources on an industrial scale. These Offsets

being traded on the newly established European cap and trade system, the European
Union Emissions Trading Scherme {"EU-ETS").

|
!

t

|

1

+

|

are intended to satisfy the requirements of the Kyoto Protocol and wilt be capable of l
t

l

|

The Group's methods enable it to produce Offsets through the capture and combustion

of biogas containing greenhouse gases, primarily methane, emitted from animal waste
management systems ("AWMSs"). To achieve this, AgCert has developed a methodology
and proprietary data systems and processes which have been designed to be fully scalable
and adaptable to the AWMSs of large confined animal feeding operations including

those for swine, dairy and poultry.
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Merrick G. Andlinger,

Chairman

Q. Andlinger is President of
Andlinger & Company, Inc: a
30 year-old international private
investment and managerment firm,
with portfolio companies in a diverse
range of industries. Mr. Andlinger is
axperienced in the energy sector,
having spent thirteen years in energy
investment banking. Initially
he was employed by Salomon
Brothers as Vice President,
corporate finance energy and natural
resources, where he led transactions
in the U.S., Canada, Latin America,
Europe and Asia. He then served as

. ianaging Director and co-head of

N global energy and power Group

at Smith Barney where he managed
relationships with senior executives
of, and strategic and capital raising
transactions for, major state-owned,
international and independent energy
companies. Additionally, he was
President and CEQ of Pure Energy
Corporation, a development stage
bic-energy concern. Mr. Andlinger
received an MBA from the Graduate
School of Business at Stanford
University and an AB from
Princeton University.

Gregory W. Haskell,
Chief Executive Officer and
Managing Director

M. Haskell is an executive with
over 20 years’ experience in creating
and building technology companies.
As an entrepreneur, Mr, Haskell
has co-founded several companies.
Mr. Haskell's experience reflects

a combination of executive
management, private equity
investment and company creation,
In 2001, Mr, Haskeli co-founded XL
TechGroup. Inc. which was floated
on the London Stock Exchange™
(AlM: XLT} in 2004 and has served
as its President and COO from
inception up to 13 September 2005,
He continues o serve as a board
mernber. Previously, Mr, Haskell
co-founded XL Vision Inc. in 1893
and served as its President and
Chief Operating Officer.

Mr, Haskell was also part of the
early management team at Internet
Capital Group where he served as
Managing Director of Operations.
Prior to XLVision, Mr. Haskell spent
over a decade in various technical
and management roles in private
industry. Mr, Haskell earned a

_degree in engineering and applied

mathematics from lowa
State University.

Paul M. D’Alton,

Finance Director

Immediately prior to joining AgCert,
Mr. D'Alton was Chief Financial
Officer of Waterford Wedgwood plc,
a position he held from May 2004.
From 2002 to 2004, while Princ.pal
of Ranelagh Consultants Ltd, he
carried out significant interimn
rmanagement assignments, including
Chairman of the Committee of
independent directors of Riverdeep
plc during a management buycut.
Between 1991 and 2001 Mr. C'Alton
was Chief Financial Officer of Bank
of freland and a member of its Board
of Directors. From 1989 to 1891 he
was Chief Financial Officer of Aer
Lingus. Mr. DAlton is Chairman of
Aer Arann, the frish regional airline
and a director of the Irish Takeover
Panel. He holds the degrees of
Batchelor of Commerce and Master
of Business Studies from University
College Dublin and is a fellow of the
Institute of Chartered Accountants
in Ireland.




Dr. Franz Fischler,
Non-Executive Director

Dr. Franz Fischler was the
member of the European
Commission responsible for
agriculture between. 1995 and
2004 (1995 to 1999, European
Commissioner for agriculture and
rural development; 1999 to 2004,
European Commissioner for
agriculture, rural development and
fisheries). Dr. Fischler has been a
representative of the agricultural
sector since 1979, when he joined
the Tyrof Chamber of Agriculture in
Austria. He dealt with environmental
issues, education and traiﬁing,
culture and land-use planning until
1984, when he became Director
of that Chamber. In 1989 ha was
appointed Federal Minister of
Agriculture and Forestry in Tyrol,
Austria. In that capacity he played
an important part in the negotiations
for Austria's accession to the
European Union, [n 1990 and
again in 1994, he was elected

to the Austrian Parliament.

Dr. Fischler holds a doctorate

from the University of Agricultural
Sciences in Vienna.

Sir Robert Malpas CBE,

Non-Executive Director

Sir Robert Malpas CBE began his
career at /C/, where he spent 30

years, bacoming a Director in 1875.

He was president of Halcon
International inc, a New York
based process research company;,
from 1978 to 1982, and then
became a Managing Director

of BP plc (1983-1989).

He was Chairman of Powergen
{1988-1990), Chairman of the
Cookson Group plc (1991-1998),
and co-Chairman of Eurotunnel plc
1998-2000. He is currently a Non-
Executive director of ENAGAS S.A.
(Spain), the operator of the Spanish
nationwide natural gas reception
and distribution system.

i . - .
Peter Cyril Murray,
Senior NonlExecutive
Indépendent Director

5 ®
Mr Murray’s early career was - g
as a Corporaié Finance executive
with KPMG. He was Finance
Director to a number of commercial
companies until his appointment in
1984 as Managing Director of Crest
Investment Tr'usr Limited, the then
largest family Iin\.restment vehicle in
Ireland. In 1989, he was appointed
Chief Executi\}e of Ardagh plc, a
publicly-guoted industrial holding
Company in the packaging sector.
In 1991, he worked with Merbury
Asset Managément - Private
Equities to buy out Crest Investment
Trust Limited. He was appointed .
Deputy Chairman of Ardagh in 0 g
June 1994, M:r. Murray has 20
years experience in the investing,
management énd selling of venture/
development capital stakes in a wide
range of comn:wercial enterprises.
Mr. Murray is currently Chairman
of Argyle Asse:r Management
Limited, non-executive director
of IDMoS ple, 'and a business
development éonsultant and
investor. He hés developed working
relationships with a number of UK
financial institu:tions and on occasion
has acted as their nominated
director. He is In::hairmanl'directc:r
of a number of companies in
Ireland and overseas.

'
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Overview

AgCert International plc headquartered in Ireland
has operatlons in7 countr:es employlng 208 people
AgCert Internatlonal plc is Ilsted on the London “Stock

and subsidiaries (“the Group” or "AgCert"} have a
highly experienced management team.

AgCert was founded in 2002 to produce and sell
reductions in greenhouse gas emissions (referred

to as "Offsets”) from agricultural sources on an
industrial scale. These Offsets are intended to satisfy
the requirements of the Kyoto Protocol and will be
capable of being traded on the newly established
European cap and trade system, the European

Union Emissions Trading Scheme {("EU-ETS").

The Group's methods enable it to produce Offsets
through the capture and combustion of biogas
containing greenhouse gases, primarily methane,
emitted from animal waste management systems
("AWMSs"). To achieve this, AgCert has developed
a methodology and proprietary data systems and
processes which have been designed to be fully
scalable and adaptable to the AWMSs of large

confined animal feeding operations including

‘@ those for swine, dairy and poultry.

The Group has entered into one of the largest reported
forward sales contracts relating to the supply of
Certified Emissions Reductions (CERs), a form of
Offset, and in total has contracted under forward

sales contracts to deliver CERs to the value of
approximately €94 million to customers, AgCert
intends to sell its Offsets to large industrial emitters,
governments, funds and energy traders.

The entry into legal force of the Kyoto Protocol on

16 February 2005, along with the EU’s voluntary early
adoption of emissions reduction targets under the
EU-ETS, has created a significant demand for Offsets.
The purchase of Offsets enables greenhouse gas
emitters, including countries and commercial entities
such as power generators, to ensure that their net
greenhouse gas emissions remain within specified '

Operations Review by Chief Executive Officer

.commercual opportunities for. Offset productron and,
Exchange since 02 Juné 2005. AgCert International ple .

RATERILLATS

) }
limits in order to avoid financial penalties. ;

AgCert has identified agriculture as one of the largest

expects to be a leading supplier of Offsets from this
sactor. Agriculture is responsible for around 20 per

cent of the world's annual greenhouse gas'emissions.
Under the Kyoto Protocol, any reductions i::1 greenhouse
gas emissions derived from this sector qualify as CERs
provided they are derived from projects tha!t have been
validated by a DOE and Registered by the UN Executive
Board and are properly verified and certifiec:i according
to the stringent requirements laid down by. the UN.
AgCert's proprietary systems and processe:s include
one of only two UN approved large scale methodologies
for the production of Offsets in the agncultural sector.
This has given the Group early strategic advantages

in capitalising upon the rapidly evolving carPon based
emission trading markets. The Group has initiated :
the modification of AWMS on 517 farms in: Brazil ‘ 5
and Mexico which are expected to create Total

Credit Reserves of approximately 25 millionl'l Offsets ;

over the life of the farm contracts. T i
I

The Group's strategy is to expand rapidly itl's Offset

pre&ection and resultant sales capacity by commencing

the modification of AWMSs on farms whe}e it has

already entered into arrangements with farmers.

The process of entering into arrangemente with farmers

is also referred to as "aggregating” and the resultant

agreement is known as an "aggregation contract”.

The Group also aims to roll out its turnkey AWMS

modification methods both geographically and across

additional livestock species beyond its current focus

on swine. t
f

In the latter half of 2005, the Company too:k a number

of organisational and operational steps to increase the

number and rate of site completions, to reduce the cost

of constructing sites, and to restore Offset production

lavels with the result that from 10 September 2005

to 31 December 2005, an additional 206 falrrns were

completed, which brought AgCert back on track to

meet revised targets. The total number of completes at _

31 December 2005 was 176 in Brazil and ;89 in Mexico. @

l
i
|
i




The Group made substantial progress in both its
operations and regulatory approvals in the latter half _
of 2005. Highlights include: '

» AgCert had completed 265 sites as at 31
December 2005 compared to 59 at 10 September,
representing a 349% increase.

* The United Nations appointed Clean Development
Mechanism (CDM) Executive Board approved the
registration of three projects; one in Brazil and two
in Mexico. The formal acceptance (registration)
of a validated project as a CDM project activity
under the Kyoto Protocol is the prerequisite for
the subsequent verification, certification and
issuance of Certified Emission Reductions (CERs).

* The Company received 24 Letters of Approval
{LOAs) for modification of animal waste
management systerns, primarily for swine
but also for dairy.

% ‘5&1% g

1 Eight Brazilian LOAs are conditional > Source: Point Carbon

2

Below is a summary of the Group's operational
performance with reference to its key performance
measures. \

|

|

. i
The following acronyms are referred to below
I

* Project Design Document (PDD) : A PDD
describes the project activity, the participants
involved, the proposed baseline rmethodology,
how requirements will be me':c, the contribution to
sustainable development by tpe project and how
the emission reductions will be monitored.

European Union Allowances {?UAS) : A type of

offset solely for use within the EU ETS {European

Union Emissions Trading Scht?rne). An EUA s
equivalent to one tonne of carbon dioxide
equivalent {t COze}. ‘
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Risks and uncertainties Outlook
E f The key challenges for the G.roup are; to continue to In 2006, we will continue to execute our operational ;
' r meet the regulatory requirements; to establish new plan which is to aggregate farms in the sv;rine and
f . supply markets; and to assist in the development of dairy industry in Brazil and Mexico. We will also explore
1 the CDM market. The establishment of an International other sources of CERs from animal waste emissions in
. Transter Log is critical to the future success both of Latin America and beyond. |
4 — @ AgCert International pic and the CDM market, as | :
is the efficient operation of the regulatory system. We will research further geographies as potential
In addition, the Group faces all the challenges sources of aggregation for 2007 and beyo?nd. At '
associated with managing raptd growth at an early an early stage of development in a new industry,
stage of a new market. These challenges include predictions cannot be made with certainty. '
establishing systems and procedures appropriate to Nonetheless, the board is confident that {he Group
a greater scale of operations, recruiting and retaining is well established to profit from the exist;ing and
increased staff numbers with appropriate managerial developing carben / CDOM markets. |
and technical skills and managing relations with E
finance providers in a new industry where few .
precedents have been established. Gregory W. Haskell |
Chief Executive Officer .

5 April 2006

B




Finance Review - by Chief Financiat Officer

Summary of results

The income statement on page 33 reflects an operating
toss before financing costs of €17,937,845 and a loss
before tax of €19,289,830. The loss before intersst,
depreciation and amortisation (EBITDA) was as follows:

Revenue 3.374
Professional and legal expenses (4,872,859)
Wages and salaries {6,906,260)
General & Admin expenses (4,851,454)
Loss cn sale of capital equipment {3,026)

EBITDA (16,630,225)
The loss reflects administrative and operating
expenditure incurred in the furtlhe_r.execiltion of the
Group's business plan, No material revenue was
generated in 2005 but revenue generation will
commence in the first half of 2006 as CERs

emerge through the regulatory system.

Cash flows

The Group raised €90.9 million from its floatation

in June 2005. After repayment of debt and transaction
costs, €65.4 million was available for the funding of

the Company's capital expenditure and operating plan.
The consolidated cash flow statement on pages 36

to 37 shows capital expenditure of €39.3 million in the
construction of biodigesters in Mexico and Brazil which,
togsther with funding operating expenditures of €15.7
.million net, represented the principal application of
funds during the year.

At the balance sheet date, the Group had shareholders'
equity of €69.99 million, cash of €28.08 million and
no borrowings.

Earnings per share and dividends

The loss per share was €0.15 cents. The Group does
not propose the payment of a dividend,

The Group's Ordinary shares tradecli in the range
£1.20 to £2.375 during 2005. The ylear-end share price
was £2.01. Year-end market capitalisation was
£308,623,337 (GBP).

Treasury activities i

AgCert International plc was listed on the London
Stock Exchange on 2 June 2005 anld raised
approximately €90.9 million which \évas used to repay
loans and fund capital and operatio?al expenditure,

The Treasury Committee sets the t%easury policies and
objectives of the Group, which include controls over the
procedures used to manage foreigr: currency risks. The
Group séeks to manage exposure with the policies set
out below: |

|

AgCert's capital and operationallexpenditures

are conducted principally in the ILocaI currency

of the country of operation resulting in low levels
of foreignl exchange transaction ‘risk. However
translation exposure arises on tanslation of foreign
.assets, liabifities, income and expenses into Euro.
It is not palicy 1o explicitly h'edgela translation
exposure, but AgCert seeks to minimise exposure
to it. A significant majority of transaction exposure
is hedged.

Currency

)



Interest rate

AgCert International plc will manage their interest
rate exposure in relation to the Group's debt profile,
based on the analysis of fixed versus floating
interest rates and any covenant contained with loan
agreements. Interest rate swaps, with approved
counterparties who have appropriate limits in place,
will be used to convert debt to fixed or floating
rates, as appropriate, for AgCert International pic's

hedging strategy.

Cash flow and liquidity

-~

A combination of equity and debt funding will
continue to fund AgCert International plc's
operational expansion. The maturity at which funds
are placed takes account of cash flow forecasts and
available overdraft facilities. Funds are held in cash
or near cash and equity risk is avoided. Funds
should be placed for no longer than 12 months.

Note 13 to the financial statements provides a
detailed breakdown of cash and cash equivalents.

Price risk

Price risk will arise in relation to pre-delivery sales
and markat rates. It is likely as the markst evolves
that products will be developed to enable risks on
CER sales to be hedged. This is not currently the

situation and the policy in relation to price risk will
need to be refined as the market develops.

Paul M. D"Alton,
Finance Director
5 April 2006

Credit risk
|

! .
~ The Group holds significant cash balances which

are invested on a short-term basis. These deposits
and other financial instruments give rise to credit
risk on amounts dus from counterpartiesi. Credit risk
is managed by limiting the aggregate amount and
duration of exposure to any one counterparty by
reference to its credit rating. Credit rating'js are
reviewed regularly. Counterparties are cr:msen
based on yie1d, availability of funds, credit rating

and quality of service.

All counterparties must be pre-approved by the
Board. All counterparty banks should not be rated
lower than A. Placements of more than €20 million
must be with AAA rated productsfinstitutions.
Non-financial institutions’ paper should not be rated
lower than AA. Funds should be placed for no longer
than 12 months. '




Corporate Governance Review

'\

{
| ' C ition of Board (Executive / Non-Executive) |
: : e Composition of Board (Executive / Non-Executive
| Application of the P ,
i 3 Combined Code principles : The Board consists of six Directors, two Executive
[ fp . H
' = . o . . and four Non-Executive Directors. ;
* B ‘AgCert International plc is firmly committed to business I )
‘ integrity, high ethical values and professionalism in all The ditfering roles of Executi\l.re Directors and
[ ] . s . . .
‘ ) its activities and operations, As an essential part of this Non-Executive Directors are clearly delineated,
& . : !
.2 commitment, the Board endorses the highest standards with both having fiduciary dut|es towards
’ ' In corporate governance. The following statement shareholders The Executive Dlrectors are
| % describes how AgCert international plc applies the main responsible for the operation of the business,
’: and supporting principles of the revised combined code. while the Non-Executive Directors bring

sy

independent, objective judgement to bear on ’

1

[

‘_; Compliance with the provisions of the Board decisions by constructi;vely challenging ﬁ

l ‘ ‘ 2003 Combined Code management and helping to (}ievelop the

i i Group's strategic objectives. !

,E ‘u < The Directors confirm that, throughout the period ended l

: 5%‘ 31 December 2005, AgCert International plc complied * Requisite knowledge of the Board {

! %‘ﬁ with the provisions of the 2003 FRC Combined Code . |

| %ﬁ with the exception of Executive Directors having service The Board considers that, between them, the l

I k 1 contract periods of greater than one year, This was Diref:tor s bri.ng the r ange of skills, ‘knowledge I
3 considered necessary in order to attract the calibre of and international experience necessary to lead |
’_- director required to bring the company through the IPO. the Group. All of the Directors bring an objective |
;, judgement to bear on issues Ff
i The Board of Directors strategy, performance, resourlces {including

LR
e

;

. |

key appointments) and standards of conduct. I

* Role and responsibilities i

Effective governance is achie}red by the

separation of the rolss of the Executive

Chairman and Chief Executivel, as this division

of responsibilities at the head of the Group @
ensures a balance of power and authority.

The Chief Executive is accountable to the

Board for all authority delegat:ed to

executive managemsnt. ‘

The Board is responsible for providing leadership
and controf of the Company within a framework
of effective controls which enables risk to be
assessed and managed. It sets out the
Company's values and standards and ensuras
that its obligations to its shareholders and other
stakeholders are understood and met. The Board
mearnbers, in the furtherance of their duties, can
take independent professional advice as required,
at the expense of the Group. All Board Members
have access to advice of the Company Secretary.

T
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Roles of the Chairman and thcle Chief Exscutive

|

The roles of the Chairman and the Chief *
Executive are separate. The Chalrman ;
Mr Merrick G Andlinger, is responsible for I
ensuring the efficient and effective working '
of the Board, and leads the Board in the ‘
determination of its strategy and the - (
!
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e Company Secretary

The appointment and remaoval of the Company
Secretary is a matter for the Board. All Directors
have access to the advice and services of the
Company Secretary, Mr Paul D'Alton, who is
responsible to the Board for ensuring that Board
procedures are complied with,

s Terms of appointment, induction and development

The standard terms of the letter of appointment
of Non-Executive Directors are available, on
request, from the Company Secretary.

On appointment, all new Directors receive
information about the Group, the role of the
Board, and the terms of reference of the Board
and its committees, and the Group's Corporate
Governance practices. ~

* Performance appraisal of Board

The Senior Independent Director, Mr Peter
Murray, will conduct an annual review of corporate
governance, the operation and performance of the
Board, its committees and the Chairman.

The Chairman reviews the performance of

gach Director.

» Retirement and re-glection

The Board has deterrined that one third of the
Directors must retire each year and will be subject
to re-election. One third of the Directors appointed
to the Board must submit themseives to
shareholders for election at the Annual General
Meeting following their appointment.

Independence of
Non-Executive Directors

» Evaluation of the independence of Directors

The Board has determined that each of the
Non-Executive Directors is independent 'with the
exception of Mr Merrick Andlinger, due to his
interest in the shareholding§ of Andlinger
Capital Il

« Senior independent Non-Executive Directer

The Board has appointed Mr Peter Murray as
senior independent Non-Executive Director.

Mr Murray is available to shareholders who have
concerns that cannot be addressed thro:ugh the
Chairman, Chief Executive or Finance Director.

Operation of the Board

+ Meetings

The Board, as currently constituted, was

established on 2 May 2005 in preparati!on for the

IPO. Sinc that time, the Board has met regularly

throughout the year. The attendance of Directors

at Board and relevant committee meetmgs during
~ the year was as follows: |




* In attendance only

** Alan Tank was available to attend all meetings while a member of the Board of Directors [

Information tabled at meetings

The Board has a formal schedule of matters specifically
reserved to it for its decision, including approval of the
annual fiscal and capital budget, interim and preliminary
results annauncements, the appointment of Directors
and the Company Secretary, circulars to shareholders,
Group treasury policies, capital expenditurs, reviewing
operational and financial perfarmance, reviewing the
Group's systems of internal control and risk .
management and ensuring a satisfactory dialogue
takes place with shareholders. Certain other matters
are delegated to Board committees, the details of
which are set out below.

Audit Committee

The Audit Committee is responsible for monitoring the
quality of internal control and ensuring that the financial
performance of the Group is properly measured and
reported on and for reviewing reports from the

Group's auditors relating to the Group's accounting

and internal controls,

The Audit Committee consists of Reter Murray as
Chairman, Sir Robert Malpas and Dr. Franz Fischler.
Full details of composition, terms of reference and
activities of the audit committee in 2005 are set out
in the audit committee report on page 17.

|
Executive Committee "

Following the resignation of Alan Tank as CEOQ, an @
Executive Committee was establisf?ed 10 oversee

the Group's operations, This Committee consists

of Merrick Andlinger, Bill Haskell, Péter Murray

b
and Paul D'Alton, |

[

The Executive Committee met 3 tirrrues in 2005.

Nomination Committee |

The Nomination Committes is respgnsi,bie for
providing formal, rigorous and transparent procedures
for appointing new Directors to the rBoard. Since the
present Board was constituted in advance of the |PO,
there have been no new appointments.

The Nomination Committes consist% of
Sir Robert Malpas as Chairman, Merrick

Andlinger and Peter Murray. E
b




Remuneration Committee

The Remuneration Committee is responsible for
determining the terms and conditions of service,
including the remuneration and grant of options

to Executive Directors under the Share Plan. The
Remuneration Committee consists of Sir Robert
Malpas as Chairman, Peter Murray and Dr Franz
Fischler. Details of the composition and terms of

5 reference of the remuneration committee, which
" has responsibility for remuneration of the Executive
i3 Directors are set out in the remuneration cornmittee
’ "g@repon on page 19.

Internal controls

The Directors have overall responsibility for the
Group's system of internal control and for reviewing

its effectiveness. It sets appropriate policies on internal
control and seeks reguiar assurance that enables it to
satisfy itself that the system is functioning effectively.

Such a system is designed to manage rather than
eliminate the risk of failure to achieve business
objectives and can-provide only reasonable and not
absolute assurance against rnaterialp_misstatement
i or loss.

Q@@In accordance with the _Tufnbul]_ guidance, the Directors
| confirm that there'is an ongoing_ piocess for identifying,
evaluating and managing the significant risks facing the
Group. The process,_has been in-place thoughout the
accounting period and Up to thé date of approval of the
Annual Report and financial statements and is regularly
raviewed by the Board. A detailed risk assessment
review was completed and a Head of [nternal Audit

; has been appeinted.

The Directors reviewed the effectiveness of the
Group’s system of financial and non-financial controls
throughout 2005, including operational and compliance
controls, risk management and the Group's high-level
internal control arrangements. The Board has
formulated a process for identifying and evaluating the
significant risks affecting the business and the policies

P
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and procedures by which these risks are man|aged
effectively. The process involves the following:

. |
e Preparation of budgets {both annual and monthly)

s Review of Key Performance Indicators

Review of cashflow forecasts

Review of actual performance versus budgeted
performance and examination of reasons for

variances |

)

. . . I
+ Review of operational and capital experlmdlture

s Evaluation of the industry trends i
The Board considers them to be a robust mefchanism
to create a culture of risk awareness at every level of
management. !
Management is responsible for the identification and
evaluation of significant risks and for the design and
implementation of appropriate internal controls.
Management regularly reports to the Board on the key
risks inherent in the business and on the wa‘y in which
these risks are managed. The process used to identify
and manage key risks is an essential part ofgthe internal
cantrol environment.

. . |
In accordance with the Turnbull Guidance on Internal
Control, a process has been established, and is ongoing
for identifying, evaluating and managing the! significant

risks faced by the Group.

Accountability and the Audit |

The staternsnt of Directors’ rt.asponsibilities,| which
should be read in conjunction to the report |c>f the
.auditor, is made with a view to distinguishing for
shareholders the respective responsibilitiesl of the
Directors and the auditor. |

As new procedures and working practices are adopted,
risk factors are considered and appropriate internal
controls are embedded into the Group's ,ménagement
systems wheraver possible.
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The Board received, on a regular basis, reports on the
key risks to the business and the steps being taken to
manage such risks. It considers whether the significant
risks faced by the Group are being identified, evaluated
and appropriately managed.

The Audit Committee met with the Mead of Internal
Audit in relation to formalising and establishing an
effective internal control system for the Group. The
Audit Committee also met with and received a report
from the external auditors. The Chairman of the Audit
Cormmittee reports to the Board on all significant
matters considered by the Cornmittee and the minutes
of all its meetings are circulated to all Directors.

Directors’ remuneration

The disclosures regarding Directors’ remuneration have
been drawn up in accordance with the Listing Rules of
the London Stock Exchange and are set out in the
Renumeration Committee report on pages 19 to 23.

Tt

Going concern

After making enguiries, the Dir?ctors have a
reasonable expectation that the Company, and the
Group as a whole, has adequatn‘;—z resources to continue
in operational existence for theforeseeable future. For
this reason, they continue to ac!opt the going concern
basis in preparing the financial statements.

I
Annual General Meeting

The Annual General Meeting wlill be held in the Merrion
Hotel, Dublin, on Thursday 4 May, 2008.

-




Audit Committee Report

The Audit Committee comprises three independent
Non-Executive Directors, Peter Murray as Chairman,
Sir Robert Malpas and Dr. Franz Fischler. ’

The Board believes that Peter Murray satisfies

the recommendation in the 2003 FRC Combined Code
in relation to one member of the Board having recent
relevant financial experience. It is also satisfied that

Sir Robert Malpas and Dr. Franz Fischler, through their
membership of the committee and their wider previous

relevant financial matters to enable them to fulfil their
t @responsibilities of the committee.

These responsibilities as set out in the terms of
refer_ence of the Audit Committee are:

- To monitor the integrity of the Group's financial
statements and review significant financial
reporting issues and judgements contained
therein,

- To review the consistency of accounting policies,
both from year to year and across the Group.

- To review the effectiveness of the Group’s internal
financial controls and risk management systems.

- To establish, monitor, and review the
effectiveness of the Group's internal
audit function.

- To make recommendations to the Board for
it to put to shareholders in the annual general
meeting in relation to appointment, re-

engagement of the external auditor.

To review and monitor the external auditor's
independence and objectivity and the
effectiveness of the audit process.

R e R A L A S S SRR

|

- To develop and implement the policy <;n the
engagement of the external auditor to supply
non-audit services.

- To address any other topics as requested by
the Board including to consider the findings
of any internal investigations and the response
of management. :

-

business experience, are sufficiently knowledgeable in These responsibilities were discharged as follows:

¢ The Audit Committee approved the !
. -establishment of the Internal Audit
function on B September 2005.

* The external audit plan and fees were‘
reviewed and approved at an Audit Committee
reeting held on 12 October 2005. i

= A Risk Assessment report pre'pared b{/ the
. . , I .
Intarnal Audit function was reviewed at an Audit

Committee meeting held on 30 Novermber 2005.

The recommendations of the report v\j'ere
discussed and accepted and it was decided that
actions would be put in place in order{ to
implement the recommendations of the report.

Establishment of Compliance Functiop

{5 July 2008) f
!
f

* The interim results were reviewed and
approved at an Audit Committee rneeiting
on 8 September 2005.

|
appointment, or removal of the external auditor As noted above, one of the duties of the Audit
and approve the remuneration and terms of Committee is to review and monitor the exlternai
auditors' independence and objectivity and|the
effectiveness of the audit process. The Committee

- To agree, in advance, with the external auditors has put in place safeguards to ensure that 'the
before the audit commences the nature and independence of the audit is not compromised.
scope of the audit, and other relevant matters. Such safeguards include:

¢ Seeking confirmation that the auditori's staff are,
in their professional judgement, independent from

the Group;

|
!
|
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= Obtaining from the external auditors an account of The auditor is permitted to provide non-audit services

all relationships between the auditors and the that are not, or are not perceive'd to be, in confiict with

Group; auditor independence, providing they have the skill,
competence and integrity to car'ry out the work and are

' * Monitoring the number of former employees of considered by the Committee to be the most

the external auditors currently employed in senior appropriate to undertake such vivork in the best interasts

positions in the Group and assessing whether of the Group. The engagement of the external auditors

those appointments impair, or appear to impair, to provide any non-audit services must be pre-approved

the auditor's judgement or independence and; by the Audit Committee or entered into pursuant to pre-
approval policies and procedures established by the

« Considering whether, taken as a whole, the Audit Committee.

various relationships between the Group and the

external auditors impair, or appear to impair, the Details of the amounts paid to the external auditors

auditors' judgement or independence. during the period for audit and c::ther services are set

out in note 4 to the financial statements on page 49.
|
The Group has a policy governing the conduct of non-
audit work by the auditors. Under that poliey, the
auditors are prohibited from performing services where
the auditors:

i
l
|
|
!
!
|

* May be required to audit their own work; |
|

* Participate in activities that would normally be ‘

undertaken by management; 1
|

* Are remunerated through a "success fee” ‘

structure, where success is dependent on the
audit; or

* Act in an advocacy role for the Group.




Remuneration Committee Report
|
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The Remuneration Committee consists of » To have regard in the performance of the
Sir Robert Malpas as Chairman, Dr Franz Fischler Remuneration Committee’s duties to any
and Peter Murray. ) published guidelines or recommendatioﬁs
regarding the remuneration of Directors‘ ,gﬂ}
Terms of reference of listed companies or the formation anq Ly
operation of share options schemes which 3
The duties of the Remuneration Committee are: the Remuneraticn Committee considersI §
relevant or appropriate. i s
« To consider the basic salaries paid to the B H
Executive Directors and any recommendations ¢ To consider and make recommendations to the £
made by the Managing Director for changes to Board about the public disclosure of inférmation :
their basic salaries. about the Executive Directors’ remuner?tion
packageg and structures in addition to tllwose
+ To consider any bonuses to be paid to the required by law, or by the Financial Services
Executive Directors and, in respect of any Authority and/or the UK Listing Authority.
element of remuneration which is performance t
related, to formulate suitable performance » To oversee the preparation of the Comﬁany's
refated criteria and monitor their operation, report on Directors’ remuneration in accordance !
and to consider any recommendations of the with the legal requirements and the Listing Rules. 3
Managing Director regarding bonuses or
_ peﬁormanée related remuneration. » To consider other benefits granted to the
& Executive Directors and any recom_menéiations
?: s To advise on and determine all performance of the Managing Director for changes in ﬁ
;ﬁ- related formulae relevant to the remuneration those benefits. f '
et of the Executive Directors and to consider their
% ' eligibility for annual bonuses and benefits under » To consider and make recommendationls in
P long term incentive schemes. respect of the pension arrangements applicable

to the Executive Directors.
To oversee and review all aspects of any share |

option scheme operated by or to be established + To formulate policy and consider and make ]
by the Company, including but not fimited to recommendations in respect of the terr1ps of :'
{subject always to the scheme rules and any the service contracts or appointment letters of :
applicable legal, Financial Services Authority - the Executive and Non-Executive Directors, any ;
andfor UK Listing Authority requirements): proposed changes to those contracts and any i
.. a) the selection of the eligible Directors and other termination or severance payments or other i -
employees to whom options should be granted, termination or severance terms.,, ! 3
bl the timing of tha grant; » To consider other matters relating ti"%{ h:la
c) the numbers of shares over which options ) ‘remuneration of or térms d'f‘}erﬁgi:)yfhé'%\t v !
are to be granted; applicable to the Executive Directors thgg_ may
d) the exercise price at which options are to be referred to thé Remuneration Committes by

be granted; tha Board.

e) the imposition of any objective condition which
must be complied with before any option may
be exercised.

|
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Remuneration policy

The Group's policy on Directors' remuneration is
designed to attract and retain Directors of the highest
calibre who can bring their experience and views to the
policy, strategic decisions and governance of AgCert.

In setting remuneration levels, the Remuneration
Committee aims to ensure that Executive Directors
are properly rewarded and motivated to perform in
the best interests of the shareholders.

Performance related rewards, based on measured
targets, are a key component of remuneration.
The typical elements of the remuneration package
for executive directors are basic salary, a cash
incentive bonus and participation in a share
options/share award plan.

Bonus entitlements are based on achievement of the
business plan up to 50% for senior management and

a further 50% based on achievement of personal goals.
It is policy to grant share options/share awards to key
management to encourage identification with
shareholders interests.

Executive Directors’ remuneration

The Executive Directors’ remunefration is consistent with
the overall remuneration policy and is set out below.

Executive Directors’ se;rvice contracts

}
Bill Haskell, Chief Executive Officer, has a contract
which commenced on 13 September 2005 and is
for an undefined period.

|

Paul D"Alton, Chief Financial Officer, has a three-year
t

contract which commenced on ?7 March 2006.

o .
Non-Executive Directors' remuneration

The remuneration of Non-Executive Directors is
determined by the Board of Dire}ctors‘; as a whole.
The fees paid to Non-Executive Pirectors are set at a
level which will attract individuals with the necessary
expenience and knowledge. The:se fees are set

out below.

Pensions

Pensions are not provided.




Employee share option scheme

Pre-IPQO Employess: AgCert employees hired prior
to the Initial Public Offering
{"IPO") {June 2005) were
granted awards with no
performance measures
attached. The units vest in
equal annual instalments over
36 months, commencing on
date of employment.

J Transitional Employees: AgCert employees hired
between the IPO and the last
day of the following open
period {24th October 2005)
were given share options (USA)
or share awards (all other
jurisdictions) with no
performance measures
attached. The options and
share awards vest in 3 annual
instalments, commencing from
date of employment.

Future Employees: Employees post-24 October
2005 will be granted share
options with performance
measures attached. The shares
will vest over 3 years.

Service contracts

No service contracts exist between the Company
or any of the Group's subsidiary undertakings and
any executive or Non-Executive Directors other than
Executive Directors' employment contracts.
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Directors’' Remuneration (in total)

A
]

. |
Aggregate Directors’ Remuneration charged in the income staterment in the year was as follows:
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Directors' interests in share capital at
31 December 2005 .
The interests of the Directors and Secretary in the

shares of the Company, which are beneficial unless
otherwise indicated, are shown below.

The Directors and Secretary have no beneficial interests
in any of the Group's subsidiary undertakings.
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Directors and Company Secretary's
interest in share options

ANX LLC holds 16,576,000 ordinary shares in
the Company. Paul D’Alton holds 200,000 units in
ANX LLC and has the right, exercisable from 30 June
2006 onwards, to call for ANX LLC to distribute to him
3 Ay 648,700 shares in AgCert International Plc in
37 satisfaction of the redemption of the 200,000
. units held by him in ANX LLC.

R Y T

DA

e - LT S

AN e

Fe RS et T ondyi'
i

B AR T T e T AT
,




e N I R LI it T2 oot MmO, o

;Ghﬁifman'é'fReport" R

K
-~

b

4TI AT A T L DL TERY e e
RIS e ey

(harus) L3atin LA

T e,

AgCert's first year as a public company, was one filled
with accomplishments, challenges and opportunities.
The carbon world has devetoped rapidly during the
period, as has the Company.

AgCert's business is the production and sale of
reductions in greenhouse gas emissions (referred to
as "Offsets”} from agricultural sources on an industrial
scale. Its methods involve the capture and combustion
of biogas containing greenhouse gases, primarily
methane, emitted from animal waste management
systems {("AWMSs"}. To achieve this, AgCert has
developed proprietary data systems and processes
which have been designed to be fully scalable and
adaptabie to the AWMSs of large confined animal
feeding operations including those for swine, dairy
and poultry.

Market development |

The European Union Emission Trlading Scheme {"EU
ETS") was launched in January 2IOOS and created the
main market for AgCert's business. The Kyoto Protoco!
came into force in February of 2005 establishing a
global system to reduce greenhouse gases. Companies
producing more than their target;greenhouse gas
emissions under the terms of the Kyoto protocol will
need to buy offsets to cover the lexcess or face heavy
fines. Trading of European Union:Allowances {("EUAs"}
the benchmark for carbon value began with prices in
the €7 to €9 per tonne range and with daily volume of
50,000 to 750,000 tonnes. By mifd March 2006 prices
had escalated to more than €26 per tonne and daily
trading volume reached as high a\'s 2.5 million tonnes.
After much anticipation the Worla's first Certified
Emission Reductions ("CERs"} ir{ the COM market
were issued in relation to hydroelsctricity projects in
Honduras in October 2005.

|
|
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Operational performance

Against this market background AgCert has developed
rapidly, expanding its initial operations in Brazil and
Mexico, establishing opera{ions in new geographies,
{namely Chile and Argentina), and extending its
activities to new agricultural sectors, such as dairy
and poultry.

Fror an initial base at 8 December 2004 of 20

b ‘{ empioyees and 8 completed biodigesters, AgCert

now has over 220 employees and more than 400
completed biodigesters.

AgCert is a pioneer in the Carbon market and has -
achieved rapid growth. In this new industry the COM
process creates necessary checks and balances, but
remains commercially challenging as regulators and
market participants seek to gain experience. By growing
rapidly, the Company has secured a significant market
presence in Brazil and Mexico, but at the cost of an
organizational restructuring during Autumn 2005 and
higher than expected construction expenditures as
some sites, mostly in Brazil, were below our current
minimum size and others needed remedial work to
meet the Company's construction standards.

@Substantial progress has been mads boih in operations

and regulatory approvals, particularly in the latter half
of 2005.

AgCert has secured advance sales contracts of“
approximately €94 million, and sees an abundance

of potential future customers. The Company has
been working with its customers to match its revised
and updated regulatory and production schedule with
the customers' detivery requirements.

Capital expenditure of €41.3 miltion (as shown in
note 9 to the financial statements) in the period
reflected the construction of bio-digesters in Mexico
and Brazil. EBITDA of €16.6 million reflect operational
expenditures incurred in supporting the execution

of the plan. '

AgCert has submitted to the CDM Executive|Board
requests to issue CERs on two different PDDs, the
Granja Becker farm in érazil, and a bundled collection
of farms in Mexico. |

Capital Requirements | l

The IPQ of AgCert shares in June 2005 raised gross
proceeds of €91 million for the Company. Since that
time, significant progress has been made against the
plan for biodigester installations, although the regulatory
process that leads ultimately to the issuance lof CERs
has not matched the pace of our operatlonall
development. AgCert intends to explore additional
sources of supply in Latin America during 2006 and .
also is researching sources of supply in new territofies,
with a view to further expansmn beyond its emstmg
geographic footprint. To maintain the momentum now
achieved, the Company is currently engaged‘m raising
additional funds for capital and operating expenditures
over the coming years. Since 31 December :2005, the
Company has; '

» arranged a secured pre-payment of up ito
€60 million with a major global Corporation for
the purchase of CERs to be delivered at dates
between 2008 and 2012; !

N . l

* signed a term sheet for the placing witih AES
of new shares in the amount of 8.8% Ef the
currently issued*share capital at a price; of
€2.66 per share. This placement is sut;]ect
to AES final Board approval and Agcen'
International plc sharehalder approval. As part
of this arrangement, joint ventures are'being
negotiated;

progressed negotiations with lnternatlonal Finance
Corporation {*IFC"), and a group of :nternatlonal

banks for a senior syndicated debt famllty of up to
€120 million.
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Board developments

On 13 September 2005 AgCert announced that

Bill Haskell, a director would serve as interim CEO,
replacing the former CEQ. Under Bill's leadership,
substantial progress has been made and to maintain
that momentum, the Board are delighted to announce
that Bill has accepted the role of permanent CEO.

Outlook

Unlike many businesses, the Company's production
does not start at zero each year, but instead builds
upon prior periods' capacity. For 2006 and beyond,
the Company has the capital and operating resources

" to continue to expand its business, and will work to

identify and secure sources of CER supply, to construct
bicdigesters on time and within budget and to operate
and maintain facilities for the long term, all the while
satisfying significant regulatory requirements.

AgCert operates under the extreme scrutiny of the
Clean Development process and embodies the ideals
of the Clean Development Mechanism - bringing new
investment capital and technology to developing
countries and fostering sustainable economic
development while improving the environment.

The Company works according to the World Bank
Group's environment and social standards policies.

The signs of global climate change were abundantly
evident in 2005, with unusual local temperatures,
extreme storms and shrinking ice in glaciers and

at the poles. The problem is clear, as is the opportunity.
Against this background, the rapid growth of the Carbon
market and the Company's achievements, the Board
takes a positive view of the future.

Merrick G Andlinger
Chairman
5 April 2008
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The Directors present their annual report and
audited financial statements for the period ended
31 December 20065.

Principal activities
and business review

The Company was incorporated on B8 December 2004,
The principal activities of the Company and Group

are to produce and sell reductions in greenhouse gas
emissions {referrad to as “Offsets") from agricultural
sources on an industrial scale. As is expected of a
new and developing business, the activities of the
Group have changed significantly in terms cof size

and scale during the period. A full description of the
principal activities of the business is set out in the
Operations Review on pages 7 10 9.

Results and finance review

The Group loss for the financial period amounted to
€19,289,830. No material revenus has been earned

during the period. The financial statements f'or the
period ended 31 December 2005 are set out in detail
on pages 33 to 68. A Finance Review of the Group is
set out on pages 10 to 11, 4 l

Risks and uncertainties ]

The key challenges facing the Group are ou}lined in the
Operations Review on pages 7 to 9 under the heading
*Risks and uncertainties”.

Dividends

Ne dividends have been paid or proposed during
the year.

Research and development

The Group carries out research and development
activities aimed at ensuring that the Group‘.%, products
remain at the leading edge and are continually evolving
and improving. Research’'and development costs are
expensed as incurred,
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Subsidiaries

The Company has an investment in the following.
subsidtaries;

Corporate Governance

Statements by the Directors in relation to the
Company's application of corporate governance
principles, compliance with the provisions of the
2003 FRC Combined Code, the Group's system
of internal controls and the adoption of the going
concern basis in the preparation of the financial
statements are set out on pages 12 to 16.

The report on Directors' remuneration is set out
on pages 19 to 23.

Directors and Secretary
and their interests

Directors and Secretary's interests are disclosed in the
remuneration committee repart on pages 19 to 23.

Directors

As of the 31 December 2005 the Board of Directors
of the Company was comprised of:

Merrick G Andlinger, Chairman (American)
Gregory W Haskell {American)

Paui M D'Alton {irish)

Dr Franz Fischler (Austrian)

Sir Robert Malpas (British)

Pster Murray {Irish)

All of the above board mermbers were appointed during
the period and one third of the board members will
submit themselves to the sharelholders for re-election
at the first Annual General Meeting on 4 May 2008.

|
s
|
|
|

Resignations during the year: l

. l
Patrick E Fanning {lsish) (Appolinted 8 December
2004, Resigned 18 April 2005)

: |
Alan Tank {(American) (Appointled 24 February 2005,
Resigned 12 September 2005)
Stephen A Magida (Americanl! (Appointed 8
December 2004, Rasigned 2 ITAay 2005)

Outlook

Future prospects for the businesfs are set out in the
Operations Review from pages 7 to 9 under the
heading “Qutlook”.

Financial risk management

The Group's Treasury Policy detailing the Group's
exposure to price, credit, liquidity and cash flow risk is
set out in the Finance Review ori} pages 10 to 11 under
the heading “Treasury Activities”.
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Substantial holdings

The Directors have been notified of the following
- ISl significant interest in the issued ordinary share
i capital of the Company at 31 December 2005:
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B 1 * Fidelity International Limited states that these shares are not beneficially owned by them.
Political donations . 'Accounting records
No donations to political parties were made The Directors believe that they have complied with
during the period. ‘ the requirement of Section 202 of the Compalnies Act,
1990 with regard to books of account by emgloying
Post balance sheet events personnel with appropriate expertise and by p;roviding ;
: adequate resources to the financial function. The books
Details of important events affecting the Group which of account are maintained at the Company's r'egistered t
=mhave taken place since the end of the financial period office in 30 Herbert Street, Dublin 2, Ireland ' 4
are given in note 26 to the financial statements. ' |
Auditors |
Annual General Meeting | -
In accordance with Section 160 (2) of the Corlnpanies -
The Board communicates with the Groug's ‘ Act, 1963, the auditors, KPMG, Chartered Accountants, %
shareholders at the Annual General Mesting and if will continue in office. o
necessary, during the year. The Annual General Meeting : i .
gg; will be held on 4 May 2008, in the Merrion Hotel, Dublin |
£ 1 l 3
On behalf of the Board 5
Merrick G Andlinger Paul M D'Alten 5 Apr'il 2006 "
Director ' Director i




Statement of Directors’ Responsibilities

.

The directors are responsible for preparing the
Annual Report and the consolidated and company
financial statements, in accordance with applicable
law and reguiations,

Company law requires the directors to prepare
consolidated and company financial statements for each
financial year. Under that law the directors are required °
to prepare the consclidated financial statements in

Tha directors are responsible for keeping proper books
of account that disclose with reasonable accuracy at
any time the financial position otf tha company and
enable them to ensure that its financial statements
comply with the Companies Ac;ts 1863 to 2005.

They are also responsible for taking such steps as

are reasonably open to them toi safeguard the assets
of the group and to prevent and detect fraud and

other irregularities. |
accordance with IFRSs as adopted by the EU and have
also elected to prepare the company financial staterments
in accordance with IFRSs as adopted by the EU,

Under applicable law and the relquirernents of
the Listing Rules issuad by the UK Financial Services
Authority, the directors are also responsible for

The financial statements are required by law and preparing a Directors' Report and reports relating

* IFRSs as adopted by the EU to present fairly the to directors' remuneration and c':orporate governance
' i{@ financial position and performance of the group and that comply with that law and those Rules.
%é company; the Companies Acts 1963 to 2005 provide
in relation to such financial statements that references The directors are responsible for the maintenance

. . A - .
-and integrity of the corporate and financial information
included on the company's website. Legislation in the

in the relevant part of that Act to financial statements
giving a true and fair view are references to their

e
R

g:% achieving a fair presentation. Republic of Ireland governing the preparation and
H?% dissemination of financial statements may differ
LJ-

in preparing each of the consolidated and company

s 2ot Ot

from legislation in other jurisdict;ions.

financial statements, the directors are required to: !

:

i . —

* select suitable accounting policies and apply
them consistently;

* make judgements and estimates that are
reasonable and prudent; and

* prepare the financial statements on the )
going concern basis unless it is inappropriate
to presume that the group and parent company

GRITR,
e

will continue in business,

T

I

e

On behalf of the Board

.1_‘»

5

;'?4 Merrick G Andlinger Paul M D'Alon 5 April 2006
i LAy A
| a 3 Director Director
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31 December 2005 whrch compnse the Consolrdated :
and Company lncome Statements the Consolldated
and Company Balance Sheets the Consolrdated and
Company Cash Flow‘ tatements the Consolrdated

and Expense and the related notes-,These frnancral

statements have been prepared under the accountrng Ll ‘
' : ‘ L __W|th the books of al

Respectrve responsrbllrttes

) of. Dtrectorsfand Audltors

The dtrectors respo‘ srbrlrtres for preparmg the Annual
Report and the fmancral statements i accordance wrth
apphcable Iaw and Internatronal Frnancral Reportmg
Standards (IFRSs) a" ' dopted by the’ EU are set out in
the Statement of Drrectors Flesponsrbrlrtres on page 30

Our responsrbalrty is to audrt the frnancral statements
in accordance wrth relevant Iegal and regulatory
requrrements and lnternatronal Standards on
Audrtrng (UK and lrelandl

We report to you our oprnlon as to whether the frnanmal
statements glve a true and farr vrew in accordance wrth

) IFRSs as adopted by the EU and have been properly
prepared in accordance wrth the Companres Acts 1963 '

to 2005 and 'Artlcle 4 of the lAS Regulatron We also

lndependént Auditors' Report to_ the Members aryAgca‘rt-intar‘thiahqt ple

. 'meetrng of the company, an
_given in the Drrectors Rep ,

v _ Servrces Authon"

o _pra_cti__cab'le," ir‘tclu_de such rnformatron rn OuF repart.:

r
|
|
! :

_report to you our oprnron as to whether proper books

of account have been kept by the company, whether at

‘the balance sheet date there exrsts a frnancrai srtuatron
' _requrrrng ‘the convenrng of an extraordrnary general

hether the |nformatron

lS consrstent W|th the
frnancral statements In addrtron we state whether

. _we have obtalned aIl the 1nforrnatron and explanatrons

necessary for the purposes of our audrt and whether
the company ftn cral statements are rn agreement

B We also report to you, |f, in our oprnron any rnformatron
- specrfred by law or the Lrstrng Rules of the UK;Frnancral

'egardrng dlrectors remuneratron
; ansactrons is’ not disclosed and, where-

We revrew whether the Corporate Governance
Statement reflects the company s compllance wrth

the nrne provrsrons of the 2003 FRC Combmed Code
B specrfred for our revrew by the Ltstrng Rules of the

Frnancral Servrces Authonty ‘and we report if it does-
not. We are not requrred to consrder whether the
Board's statements on rnternal control cover all risks
and controls or form an oprnron on the effectrveness
of the group s corporate governance procedures or

its nsk a_nd‘contro_l procedures. : |

We read the other |nformatron contamed in the Annual
Report and consrder whether itis consrstent with the
audited financial statements The other rnformatron
comprrses the Directors' Report, the Chalrmen s
Report the Corporate Governance Report the Finance
Review and the Operattons Review. We consider the
|mpl|cattons for our report if we become awarle of any
apparent mtsstatements or material inconsisteéncies
with’ the financial statements. Our responsibilities

do not ‘exten_d to any other information. !

31
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Basis of audit opinion

We conducted our audit in accordance with
International Standards on Auditing (UK and lreland)
issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the
significant estimates and judgments made by the
Dirsctors in the preparation of the financial statements
and of whether the accounting policies are appropriate
to the group's and company's circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain
all the information and explanations which we
considered necessary in order to provide us with
sufficient evidence to give reasonable assurance
that the financial statements are free from material
mlisstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also
evaluated the overall adequacy of the presentation
of information in the financial statements.

Opinion

In our opinion:

¢ the consclidated financial statements give a
true and fair view, in accc';rdance with IFRSs as
adopted by the EU, of thle state of the group's
affairs as at 31 Decembe{r 2005 and of its loss
for the period then ended;

* tha company financial statements give a true and
fair view, in accordance vlvith IFRSs as adopted b
the EU, of the state of the company's affairs as ¢
31 December 2005 and of its loss for the period
then ended; and

* the financial statements have been properly
prepared in accordance with the Companies Acts
1963 to 2005 and Article |4 of the IAS Regulation.

We have obtained all the inforrpation and explanations
which we consider necessary for the purposes of our
audit. In our opinion proper bo%ks of account have bee
kept by the company. The company financial
statements are in agreement V\I.'ith the books of
account.

In our opinion the information given in the Directors'
|
Report is consistent with the financial statements.

The net assets of the company are more than half of
the amount of its called-up share capital and, in our
opinion, on that basis there did' not exist at 31
December 2005 a financial situation which under
Section 40 (1) of the Companie:s {Amendment} Act,
1983 would require the convening of an extraordinary
general meeting of the compar;y.

|

KPMG |

Chartered Accountants 1 Harbourmaster Place
Registered Auditor IFS(%

5 April 2008

Dubllin i
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Consolidated and company statement of recognised income and expense

For the thirteen-month period from incorporation to 31 December 2005 '
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: I3 Merrick G Andlinger Paul M D’Alton 5 April 2006
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Consolidated and company cash flow statement

For the thirteen-month period from incorporation to 31 December 2005
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Statement of accounting policies

AgCert International pic is a Company domiciled in the
Republic of Ireland, with a principal place of business
at Apex Business Centre, Blackthorn Road, Sandyford,
Dublin 18. The Company's registered office address

is 30 Herbert Street, Dublin 2, lreland. The Company
financial statements show the results and financial
position of the Company as an individual entity.

The consolidated financial statements of the Company
for the period from the date of incorporation to 31
December 20056 constitute the financial statements

of the Company and its subsidiaries (together referred
to as the “Group”).

AgCert International Limited was incorporated on the
8 December 2004. The Company was listed on the
London Stock exchange on 2 June 2005 as AgCert
International plc.

The assets and liabilities of both AgCert International
LLC and AgCert Canada Co were acquired by AgCert
International plc during the period. AgCert International
LLC has changed its name to ANX LLC.

On 1 January 2005 ANX LLC transferred its beneficial
ownership in assets and intellectual property rights to
AgCert International Limited. ANX LLC was a limited
liability Company domiciled in the United States of
America and was organised on 10 May 2002 under
the laws of the State of Delaware. ANX LLC's primary
business activities comprised of the generation of
emission reduction offsets.

On 5 April 2005 AgCert Canada Co. assigned its rights
and obligations under contracts to AgCert International
plc. AgCert Canada Co was a Company domiciled in
Canada and was incorporated on 15 January 2003. The
primary business activities comprisgd of identifying and
developing contractual relationships with third parties
interested in purchasing emission reduction Offsets.

a) Statement of compliance

The ‘consolidated and company financial
statements have been prebared in accordance
with Irish Statute comprisi‘ng the Companies
Acts, 1963 to 2005 and in accordance with
International Financial Hep}orﬁng Standards (IFRSs)
issued by the International‘ Accounting Standards
Board {IASB} and adopted Iby the European Unicn
("{FRSs adopted by the EU"). The IFRSs adoptad
by the EU applied in the ﬁrl'nancial statements are
those effective for accounting periods ending on

or after 31 December 2005.
|

!
b} Basis of preparation

The financial statements a:re presented in Euro.
They are prepared on the histerical cost basis
except for derivative finant:;ial instruments and
share based payments which are stated at fair
value. The financial statements are presented
from the date of incorporation, 8 Decernber

2004 to 31 December 2005, a period of more
than ane year. There are nlo cornparative amounts.

The preparation of financial statements in
conformity with IFRSs adopted by the EU
requires management to n'wake judgements,
estimates and assumptions that affect the
application of policies and reported amounts
of asset and liabilities, income and expenses.
The estimates and associated assumptions are
based on management's b:est judgement as to
what is reasonable under tlhe circumstances,
the results of which form tlhe basis of making
the judgements about carrying values of assets
and liabilities that are not r:eadily apparent from
other sources. Actual results may differ from
these estimates.

|
The estirnates and underlying assumptions are
reviewed on an ongoing bgsis. Revisions to
accounting estimates are recognised in the
period in which the estimaite is revised if revision

!
:
|
|
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(i)..Foréign curreht:'ytransactiohs o

Transactlons |n forelgn currencres are: recorded
': at the forelgn exchange rate rullng at.the date
of the transactlon Monetary assets and
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‘7I|aballtles denomrnated in forelgn currencnes at
»'the balance sheet date are translated to Euro :
. at -the forelgn exchange rate rullng at.that date
- Fore:gn exchange d1fferences arlsmg on ,
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S Non onetary assets and fabilities that are
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Statement of accounting policies (continued)

f) Property, plant and equipment
{i} Owned assets

ltems of property, plant and equipment

are stated at cost less any accumulated
depreciation and any accumulated impairment
losses. The cost of selfconstructed assets
includes the cost of materials, direct tabour and
an appropriate amount of production overhead.

Bicdigesters that are being constructed or
developed for future use are classified as
property, plant and equiprment and stated
at cost until construction or development
is complete, at which paint the biodigester
is depreciated over a ten year period

(see (i} below}.

The biodigesters were constructed by various
subcontractors and are located at numerous
farm sites in Latin America. The Group has
entered into supply contracts (also known as
" Aggregation contracts”) with a number of
farm owners which give AgCert the sole rights
to alt environmental benefits arising from the
farm generally for ten years, including the
benefits arising from the combustion of
methane. At the end of the contract, title

to the biodigesters will pass to the farmers
and consequently for the Group they have

a nil residual value. AgCert constructs the
biodigesters on individual sites and capitalises
direct costs and an appropriate amount of
production overhead. Upon completion of
each site, the asset is placed in service.

Where parts of an item of property, plant and
equipment have different useful lives, they are
accounted for as separate iterns of property,
plant and equipment.

40

(i) Leased assets

Leases in terms of whicih the Group
assurmnes substantially a!l the risks and rewards
of ownership are classif;ed as finance leases.
At commencement of the lease term, finance
leases are recognised on the balance sheet at
an amount equal to the fair value of the leased
asset, or, if lower, the p‘resent value of the
minimum lease payments, each determined
at the inception of the lease. The asset is
depreciated over it's useful life, Lease
payments are accounteg for as described
in accounting policy {p} {ii).

T

F

{ifi) Depreciation r

Depredation, based on the difference
b|etween cost and residual value, is charged
to the income statemer;t on a straight line
hasis over the estimated useful lives of each
part of property, plant ar:"ld equipment. The
biodigesters are depreciated over the shorter
of the length of the contract'between the
felnrmers and the Company, and the usefu! life

of the asset.

The estimated useful lives are as follows:

* Biodigesters 10 years
¢ Capital equipment 5 years
* | easehold improvernents 3 years

+  Finance lease automobiles 3 years

Residual values, unless|insignificant, are
reviewed annually.




Statement of accounting policies (continued)

g) Goodwill and intangible assets.
i) Goodwill

All business combinations aré accounted for
by applying the purchase method. In respect
of the busihess acduired goodwill represents
' -the d|fferenca between the cost of the
‘ acqutsmon and the fair value of the net
‘identifiablg assets acquired.

~+ Goodwill is statéd at cost less any accumulated
- imbairmeh{ losses. Goodwill is allacated to
Cash-generating units and is not amortised
but is tested annually for impairment,
(See accounting policy (k). '

{ii) Oth_ér in tangib!é' assets
Intangible dssets other than goodwil that

" are acquired by the Group are stated at

’ cost less accumu1ated amortisation and

) |mpa|rment Iosses

(iii) Subsequent expénditure

Subsequent expenditure on capitalised

" intangibie assets is capitalised only when
it int_:reasés the future economic benefits
embodied in theAspecific asset to which it
relates. All other expenditure is expensed
as’incurred.

Expen_ditu'r'e on internally generated goodwill
and brands is recognised in the incorme
statement as an expense as incurred.

L 1 Ambr}fsarfon '

Amortlsatlon is charged to profit or loss on .
".a stralght I1ne basus ovar the ‘estimated useful
‘I|ves of |ntang|ble assets unless such lives are
. ) mdafsmte Goodwull and intangible assets wath
"an lndeflnne useful I|fa are testad

h} Trade and other receivables

i

systematically for impairment at each annual
balance sheet date. Intangible assets|with a
finite useful life are amortised from the date
they are available for use. The estimated
useful lives are as follows:

|

+ Patents and trademarks 10 véars
s Software 10 years
. » Aggregation contracts*

10 yelars

* Aggregation contracts are arrangements
wnth farmers whereby AgCert has the right to
construct biodigesters ort the farm and rights
to all environmental benefits arising from

- the farm.

Other receivables are stated at their cost less
. . . . |
impairment losses {see accounting policy (K).

Inventories

Inventories of Offsets are stated at the Ilower of
cost and net realisable value. Net realisable value
is the estimated selling price in the ordinary
course of business, less the estimated costs

of completion and selling expenses.

Cost comprises all production costs. Atithe end
of each period, in\aentory cost will be evaluated

i
based on the recoverable value and current

market prices to deterrmine whether any write
down is appropriate. To the extent that ‘any
impairment arises, losses from inventory
valuation are recognised in the period ir:u which
they accrue. The costs associated with |producing
the inventories are charged to the |ncome
statement in the same penod as the re ated
revenues are fecognised.

41
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Statement of accounting policies (continued)

j) Cash and cash equivalents I} Dividends

Cash and cash equivalents comprise cash
balances and call deposits with an original
maturity of three months or less.

k} Impairment

The carrying amounts of the Group's assets
other than:
- Inventories {See accounting policy (i)
- Deferred tax assets {See accounting policy (q))
- Assets arising from employee benefits
{See accounting policy {n))
- Derivatives (see accounting policy {e})
are reviewed at each balance sheet date to
determine whether there is any indication
of impairment. When such an indication exists, '
the assets are reviewed for impairment.

For goodwill, intangible assets that have an
indefinite useful life and intangible assets that are
not yet available for use, the recoverable amount
is estimated at each balance sheet date.

An impairment loss is recognised whenever the
carrying amaunt of an asset or its cash generating
unit exceeds it recoverable amount. Impairment
losses are recognised in the income statement.

Impairment losses recognised in respect of cash
generating units are alfocated first to reduce the
carrying amount of any goodwill allocated to the
cash generating unit and then, to reduce the
carrying amount of the other assets in the unit
on a pro rata basis.

The recoverable amount of assets is the greater _
of their net selling price and value in use. In
assessing value in use, the estimated future cash
flows are discounted to their present value using
a pre-tax discount rate that reflects current market
assessments of the time value of money and the
risks specific to the asset.

|
m)Trade and other payables

n} Employee benefits

Final dividends on ordinary sihares are recognised
in equity in the period in which they are approved
by Coimpany‘s shareholders.! Interim dividends are
recognised in equity in the p‘eriod in which they

are paid.

Trade and other payables are stated at cost,

(i) Share-based payment transactions

<

For equity settled share optifms, the fair value

of options granted is recognised as an employee
expense with a corresponding increase in equity.
The fair value is measured at grant date and
spread over the period during which the
emp!c;yees become uncondi‘tiona'lly entitled to the
options. The fair value of the options granted is
measured using a binomial lattice model, taking
into aécount the terms and conditions upon which
the options were granted.

For share awards, the fair value of the shares
granted to the employee is recognised as an
expense with a corresponding increase in equity.
The féir value is initially meaFured at grant date
and spread over the period (?uring which the
emplc:yees become unconditionally entitled to
the shares (36 months). The fair value of the
share ‘awards are measured based on share

price on date of grant, taking into account the
terms and conditions upon vivhich the instruments
were granted.




Statement of accounting policies (continued): -

o) Revenue

() Goods sold and seh/{ce; rendered -

: Reven'ue from: the'sale of 'erhission Offsets is - - '
recagnised when the Group has transferred the
significant risks and rewards of ownership toa

customer. Revenue is recognrsed only if it is
probable that future economic benefits will
flow to the Group and these benéfits can ba .
measured reliably. In order for the Group to h
generate a Certified Emlssron Reduction, -

a number of steps must be performed

as fol[ows :

. the Group constructs a facmty that produces

Emrssron Reductions:.

~ e the United Nations approves the process
‘ and methodology of measuring Emnssron :
Reductions and certrfres their acceptance
of the production process;

the Group has to obtain the aoproval of the
Designated National Authority for the process
and methodology in the country in which the
Ermission Redoction facility is based;

. the Grouo produces Emission Reductions
to supply to the customer;

* the Group then notifies the customer that
Emission Reductions have been verified and
a're held for the customer's account; and

* the Emrssron Reductrons need to be .
reglstered by the UNFCCC before they
become Certified Emission Reductions
that can be utilised by the customer in
its own jurisdiction to reduce its level
of _emission production,.

The Group will only recognise revenue when

it notifies the customer that the Emission
Reductions have been certified and are held for
the customer's account and it determines that
the delivery and regulatory risk encompassed in
the final Emission Reduction registration and
certification process is minimal.

o Opsratirg reéss p‘_érymenr_s‘.

Payments made under operatlng Ieases are’
Tk

recogmsed |n the income statement on @ ‘

strarght-!rne basrs over the term’ of the Iease'

fii) Finance Iea'sé payments ! A

Mrmmum Iease payments aré apportloned .
) between the frnance charge and the reductson

of the outstand:ng Ilabrhty The flnance charge

is allocated to each perrod dunng the Iease
‘term so as 10 produce a constant perrodrc

" rate of interest on the remarnrng balance of
the Irabllrty :

!
l.

. 1]

{iii} Net ffnancing costs !

Net financing costs comprise mterest payable

on borrowings {including finance Ieases)
interest receivable on funds invested end
foreign exchange gains and losses, o'ni; )
borrowings and cash balances.: e

Ck

Interest income is recognised in the income

statement as it accrues. The rnterest expense o

component of flnance lease payments |s
recognised in the i income statement. 1

(iv) Research and development. ] | T

" oy
Research and development costs are® .
expensed as incurred. ' i
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Statement of accounting policies (continued)

q} Income tax

r)

Income tax on the profit or loss for the year
comprises current and deferred tax. Income tax is
recognised in the income statement except to the
extent that it relates to items recognised directly
in equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the
taxable income for the year, using tax rates
enacted or substantially enacted at the balance
sheet date, and any adjustment to tax payable
in respect of previous years.

Deferred tax is provided using the balance

sheet liability method, providing for temporary
differences between the carrying amounts of
assets and liahilities for financial reporting
purposes and the amounts used for taxation
purposes. The following temporary differences
are not provided for: goodwill not deductible for
tax purposes, temporary differences arising from
the initial recognition of assets or liabilities that
affect neither accounting nor taxable profit, and
temporary differences relating to investments in
subsidiaries to the extent that they will probably
not reverse in the foreseeable future. The amount
of deferred tax provided is based on the expected
manner of realisation or settlement of the carrying
amount of assets and liabilities, using tax rates
enacted or substantively enacted at the balance
sheet date.

A deferred tax asset is recognised only to the
extent that it is probable that future taxable profits
will be available against which the asset can be
utilised. Deferred tax assets are reduced to the
extent that it is no longer probable that the
related tax benefit will be realised.

Segment reporting
A segment is a distinguishable component of the

Group that is engaged either in providing products
or services {business segment), or in providing

products or services within a particular economic
environment {geographical segment), which is
subject to risks and rewarcisl that are different
from those of other segments. The Group's
primary format is geographi«':al segments and is
based on the Group's management and internal
reporting structure. The Gréup's secondary

L . Lo
- reporting format is business segments, There

is one business segment being the generation
of Emission Reduction 0ffs|ets.

s} Provisions

t)

A provision is recognised inlthe balance

sheet when the Group has a present tegal

or constructive obligation as a result of a past
event, and it is probable tha} an outfiow of
economic benefits will be réquired to settle the
obligation. If the effect is material, provisions are
determined by discounting the expected future
cash fiows at a pre-tax ratelthat reflects current
market assessments of the time value of money
and, where appropriate, the risks specific to

the liability.

Convertible notes |

Convertible notas that can be converted into
share capitat at the option olf the holder, where
the number of shares issued does not vary with
changes in their fair value, eiare accounted for as
compound financial instrurnients. Transaction
costs that relate to the issue of a compound
financial instrument are allocated to the liability
and equity components in proportion to the
allocation of proceeds. Thelequity companent
of the convertible notes is calculated as the
excess of the issue proceehs over the present
value of the future interest and principal
payments, discounted at the market rate of
interest applicable to similar liabilities that do
not have a conversion optickn. The interest
expense recognised in the income statement is

"calcutated using the effecti}re interest method.
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Notes to the consolidated and company financial statements

1. Segmental reporting

.Segm_ent information is presented in respect of the Group's business and
geographical segments. The primary format, geographical segments is based
on the Group's management and internal reporting structure.

Inter-segment pricing is determined on an arm's length basis.,
Segment results, assets and liabilities include items directly attributable to a
" segment as well as those that can be allocated on a reasonable basis.

Segment capital.expenditure is the total cost incurred déiting the period to acquire
segment assets that are expected to be used for more than one period.

Geographical segments

Group operations are headquartered in Dublin, Ireland in which jurisdiction the
CERs are dslivered to custormers. Sefvices and data generation 1o support the
production of emission offsets are provided by subsidiaries in Mexico and Brazil.
Other administrative services are provided in the USA.

In-presenting the information on the basis of geographical segments, segment
assets are based on the geographical location of the production assets.

Business segments

The Group comprises one business segment being the generation of emission
reduction Offsets..

i . = ! g e s e vt aene swasas eden
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Notes to the consolidated and company financial statements (continued)

The following sets out the segmental information on the consolidated financial statements:
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The company incurred costs on behalf of foreign operations of €10,265,135.

Business segments '
The Group comprises one business segment being the generation of emission reduction Offsets.

*All segments are continuing operations
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Notes to the consolidated and company financial StatementS»(éontinu'e'd'i)f:‘ e

¥

) ,"- On 1 January 2005 and 5 Apnl 2005, certarn of the business assets and liabilities
. of ANX LLC and AgCert Canada Co, who are refated partres were acquired by the

2. Acqursrtrons

Company and 1ts subsrdlary undertakrngs - -

»

The key transactions ‘were:

nght title and interest in the bnod1gesters and lagoons constructed in
Brazil and Mexico, together with all related assets {including certain
intangible assets) and liabilities were transferred from ANX LLC 1o,

' '.the Company for the amount of US$1 5 mllhon (€1 105 800)

right, tltle and lnterest in and to any and all non US |ntel1ectual property
nghts Elncludlng the AgCert trade mark and the propnetary computer
software) to be used outside of the United States of Amerlca were

"as&gned from ANX LLC 1o the Company for the amount of US$3 7
mrlllon (€2 733, 274) o . . Dol

right, trtle and rnterest in and to any and all US 1nteliectual ‘proparty nghts
(including the AgCert trade mark and the propnetary computer ‘software)
to be used inside the US onIy were assngned from ANX LLC to AgCert

- Services USA lnc a subsrdlary of the Company, for tha amount of

US$10 00 (€7)

the Company acqurred the rrghts and assumed the obllgatlons of AgCert
Canada Co under certaln contracts w:th bloargester constructlon contractors
in Bram[ and letters of mtent contracts-and arrangements with farmers’in -

, Canada Bra2|| and Mexnco for the collectron of relevant data, constructron

of certarn 1mprovements on farmers property and the generation of
environmental emission Offsets. As part of the assignment, the -
Company agreed to assume AgCert Canada Co's obligations under a
certain prornrssory note (the 'Canadian Note') in the original amount of
US$1.3 million (€1,084,823) issued by AgCert Canada Co to ANX LLC in
respect of the frnancrng by ANX LLC of AgCert Canada Co's costs in
obtaining and performlng the contracts In exchange for the cancellatlon
of the Canadlan Note, the Company issued to ANX LLC US$1. 3 million

- €1, 084 823) in"nominal value Senes "B Unsecured Non Convertlble

Loan Notes 2007

certain customer contracts were asmgned from AgCert Canada Co to .
the Company for nil consnderatron ’ :
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Notes to the consolidated and company financial statements (ﬁontinued)

¢ AgCert Canada Holding Limited, a subsidiary of the Company, acquired
the issued share capital of AgCert Canada Co for US$1.00 (€0.7).

The consideration paid in respect of key transactions outlined above totalled:
US$6.5 million {€4,923,904} and was settled through the issuance by the Company
to ANX LLC of Series “A" Unsecured Non Convertible Loén Notes 2007 ('Series
"A" Notes') in the amount of US$2.7 million and the issuance of Series “"B"
Unsecured Non Convertible Loan Notes 2007 ('Series "B", Notes'} in the
amount of US$3.8 million. All notes were subsequently repaid by the Company
during the period. l

Acquiree's net assets at acquisition date

On the acquisition of the assets of ANX LLC, the Group determined those
intangible assets which were separately identifiable, and which were now
controfled by the Group and expected to provide future economic benefits.
These intangible assets are set out in Note 10. Excess of the consideration paid
for the business over the fair value of the net assets acquired, including the value
attributed to separately identifiable intangible assets, is capitalised as goodwill.
The goodwill which has arisen can be attributed to technical knowledge and
know-how acquired which is based upon a combination of systems and
processes, which permits the flexibility to adapt the Company’s methodology
and infrastructure into other livestock sectors, and other national Clean
Development Mechanism markets,
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Notes to the consolidated.and company financial statements (c!ontinued)

|
The aggregate payroll costs of these persons were as follows: l
|

Consolidated and company payroll costs include €790,377 paid / payable to Alan

Tank, former CEQ. |

7. Net financing costs
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8. Income tax

Due to losses incurred during the year, no income tax charge was recorded.
Due to the starnt up nature of the business a deferred tax asset in respect of
losses incurred has not been recognised.




Notes to the consolidated and company financial statements (continued)

Q. Propertg, plant and equipment

Pfoperpj, plant and equipment of the Group are as follows:
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Notes to the consolidated and company financial statements (continued)

Property, plant and equipment of the Company are as follows:
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Leased Automaobiles

The finance lease is for automohiles located in Brazil. On 14 December 2005, the commenc%ment of the
lease term, the finance lease was recognised on the balance sheet at the fair value of automobiles,
€321,389. See Note 186, Interest Bearing Loans and Borrowings.
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Plarit and Equipéent under Céristruction
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Notes to the consolidated and company financial statements (continued)
i

The amortisation charge is recognised in the following line item in the income statement:[

Impairment test for cash generating units containing goodwill

The following cash generating unit has a significant carrying amount of goodwill attached:

|

The entire CER business was the lowest leve! at which goodwill could be allocated to a cash
generating unit. While the Group owns assets in a number of countries, goodwill could no:t
be attributed to these assets individually because the Group is still in a start up phase and is
operating in a new and evolving industry. For these reasons, at present, future cashflows |
could not be estimated for the assets at country level. Therefore, it is appropriate to attribute
goodwill to the CER business unit in its entirety.

|
The AgCert Certified Emission Reduction unit's impairment test is based on fair value ‘
less costs to sell, using the Company's observable share price, as the recoverable amount.
This recoverable amount significantly exceeds the carrying amount of the unit including
goodwill such that it is not reasonably possible for the share price to change by such a
significant amount as to eliminate the variance between the carrying amount and the
recoverable amount.

11. Inventories

| . . .
| Inventories are stated at cost, which comprises all production costs incurred
' in producing the Offsets.
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Notes to the consolidated and company financial statements (continued)
t

In April 2005 the Company's share capital was renominalised from €0.01 to €0.0001. This increasefi the owners' shares

held from 1,000,000 shares to 100,000,000 shares. [

In June 2005 the Company placed 43 millicn shares on the London Siock Exchange. AgCert receivéd €90,842,755 from th
placing; of which €90,838,411 was share premium. The shares were floated at Stg 140 pence. The'Coinpany received €8.:
million in loan funds in May 2005. Under the terms of the loan notes the debt was convertible into ordinary share capital.

The loan notes were converted in June 2005 for 10,107,656 ordinary shares.

Translation reserve i
'

The translation reserve comprises all foreign exchange differences arising from the translation of the assets, liabilities,

income and expenses of foreign operations into Euro, ' {

The Company had the following capital and reserves:

: Sty
A Al e Ao
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*Share capital was renominalised on 29 April 2005 i
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Notes to the consolidated and company financial statements (continued)

15. Earnings per share

Basic earnings per share
The calculation of basic earnings per share for the period ended 31 Decemberl
2005 was based on the loss attributable to ordinary shareholders of (€1 9,289,?30)
and a weighted average number of ordinary shares outstanding during the period

ended 31 December 2005 of 129,255,972, calculated as follows:

Loss attributable to ordinary shareholders for the year ended 31 Decernber 2005

(in thousands of Euro)

=

‘oss’attributable, to:ordi hareholders -
o PR A T s A B A A FOTE A

ERRR,

f
Weighted average number of ordinary shares for the year ended 31 December
2005 (in thousands of shares)
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Diluted earnings per share

The calculation of diluted earnings per share for the period ended 31 Decembeir
2005 was based on the loss attributable to ordinary shareholders of (€1 9,289,8|30)
and a weighted average number of ordinary shares outstanding during the period

ended 31 December 2005 of 129,359,193, calculated as follows: !,

!
' |
Profit attributable to ordinary shareholders for the year ended 31 December 2005

(in theusands of Euro)

et i ghest s T
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Weighted average number of ordinary shares for the year ended 31 Decemnber
2005 {in thousands of shares)

There are also 1 469 000 share optlons wh:ch were granted on 24 October 2005
that are currently antt—drlut:ve but may become dilutive i in the future depending on
the share__ price movement. ‘ ' §

16 Interest—bearmg loans and borrowmgs

For mformat:on about the Group 5 exposure to interest rate and foreign currency
risk, see note 21. The amounts be|ow relate to the consolrdated financial
statements only ' ' :

The f|nance Iease is for automobiles Iocated |n Braz:l that are estimated to have
a fair vallie of €321, 389 on the 14 December 2005 the date the finance lease
is denomlnated in Brazilian reals and

agreement was  entered |nt0 The le s_
carries an annualrsed rate of :nterest Rder fi

nc:ng termk > of approximately 21%.

Notes to the consolidated and company financial statements (continued)
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Notes to the consolidated and company financial statements

17. Non cash investing and finance activities |
|

These loan notes were converted during the Initial Public Offering of the Comgany
in June 2005, refer to note 14, |

18. Employee benefits

Share-based payments |
The 2005 Equity Incentive Plan was approved by the AgCert Board on 12 October
2005. For the calendar year 2005, this plan consisted of an issuance of both sh:are
options and share ayvards to a group of AgCert employees. On 24 Qctober 200|5,
share options were issued to US based employees and share awards to non-U§
based employees. Both the share options and share awards consist of a total
vesting schedule of 36 moenths and the total number of optionsfawards granted

to the relevant employees in 2005 were as follows:

*» Share Awards - 1,285,000 (i.e. total figure of share awards issued to AgCert
Brazil/Ireland/Mexico employees)

* Share Options - 1,469,000 (i.e. total figure of share options issued to AgCert
~USA employees)

The terms and cenditions of vesting of the grants are three years of service for{all
relevant empioyees.

(continued)




Notes to the consolidated and company financial statements (continued)

The number and weighted average exsrcise prices of share options are as follows:

The options outstanding at 31 December 2005 have an exercise price of €2.03

and a contractual life of 10 years. The fair value of services received in return for
share options granted are measured by reference to the fair value of share options
granted. The estimate of the fair value of the services received is measured based
on a binomial option model. The expected life of the option is used as an input into
this model.

Fair value of share options and assumptions:

ks e )

The result of this valuation indicated the share options were valued at
€1,210,603. The value of share awards and share opticns in aggregate
amounted to €3,819,153 and are being amortised over the period from
the date of grant of the option/award to the end of the vesting period.
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Notes to the consolidated and company financial statements

19. Trade and other payables

gimccounts:payable
S e oo,

Pt

& -
& kPayroll accruaur 3

%&3712&8@ &

20. Contingencies l

Thers were no known undisclosed contingencies at the date of signing the
financial statements.

- 21. Financial instruments

Financial instruments
Exposure to credit, interest rate and currency risks arises in the normal course| of
the Group's business. Derivative financia! instruments are used to hedge exposure
to fluctuations in foreign exchange rates. . %

. 1
Credit risk |
While the Group has no material revenue at period end, a credit policy is in place
and management intend to perform credit evaluations on all customers requirinl\g
credit over a certain [imit.

The Group holds significant cash balances which are invested on a short term
basis. Credit risk is managed by limiting the aggregate amount and duration of
exposure to any one counterparty.

At the balance sheet date there were no significant concentrations of credit
risk. The maximum exposure to credit risk is rep'resented by the carrying
amount of each financial asset, including derivative fmancnal instruments,

in the balance sheet. ‘

Interest rate risk
The Group manages its interest rate exposure in relation to its debt profile, based
on the analysis of fixed versus floating interest rates and any cbvenant contained
with loan agreements. [nterest rate swaps, with approved counterparties who'
have appropriate limits in place, will be used to convert debt to fixed or floating
rates, as appropriate in the particular circumstances. ' r

(continued)




Notes to the consolidated and company financial statements (conti

Foreign currency risk

The Group is exposed to foreign currency risks on purchases and borrowings that
are denominated in a currency other than Euro. The currencies that give rise to the
risks are primarily the Brazilian Real, Mexican Peso and US Dollar.

The Group adopts a policy of ensuring that a significant majority of the Group's
exposure arising from payables denominated in a foreign currency is hedged
using Euro / US Dollar instruments as appropriate. The Group uses forward
exchange contracts to hedge its foreign currency risk. All of the forward exchange
contracts have maturities of less than one year after the balance sheet date.

There were no material unsettled foreign exchange currency contracts at the
period end date.

In respect of other monetary assets and liabilities held in currencies other than
the Euro, the Group ensures that the net exposure is kept to an acceptable level,
by buying or selling foreign currencies at spot rates where necessary to address
short-term imbalances.

Estimation of fair values

The carrying amount of all of the Group's financial assets and financial liabilities
at the balance sheet date approximate their fair value. As the finance lease
agreement was only entered into on 14 December 2005, the fair value of the
finance lease liability is not materially different to the carrying amount of the
Iiabiliiy at the period end. Trade and other receivables and payables are all due

or payable within one year and the carrying amount of these assets and liabilities
are deemed to reflect their fair value.

22, Contractual commitments

Contracts arising from acquisitions

As a result of business combinations with ANX LLC and AgCert Canada Co,
certain contractual commitments were transferred to AgCert International plc.
This included an obligation to sell up to 750,000 offsets to a third party at a fixed
price of US$5 per offset. The third party holding this option, has the right, but not
the obligation, to purchése these offsets up to 30 September 2008, at which time
the option expires if unexercised. As at 31 Decernber 2005, the third party had
not exercised any purchases under this agreement.

Sales commitments

The Company now has various long term contractual commitments to supply
certified emission reductions to third parties. The sales value of these contractual
- commitments is approximately €94 million. In certain circumstances where the

|
r:nued)
|
|
|
|
i
|




Notes to the consolidated and company financial statements (c!ontinued)

Company is unable to generate sufficient quantities of CERs to supply to the third
parties, under the terms of these contracts replacement CERs would need to be!

sourced in order for the Company to fulfil its contractual obligations. The projected
| cost of obtaining these CERs from an alternative source is'indeterminabie,
however it is possible that the Company would have to acquire these CERs
at the then prevailing market price.

Farmer commitments ‘

The Group also has various contractual commitments with farmers in Brazil and
Mexico, whereby the Group has agreed to give the farmer a percentage of the
revenue received from the sale of certified emission reductions. This percentage
varies depending on the contract terms.

S 23. Accounting estimates and judgments !

| Management discussed the development, selection and disclosure of the Group"ls sy
critical accounting policies and estimates and the application of these policies and
! estimates. The key sources of estimation uncertainty are as follows:

\ Recoverabhility of Biodigester cost

| ' ) The carrying amount of the Biodigesters is dependent on future revenue and

X is subject to cross border and regulatory risk beyond the control of the Group.

: The Group is expanding the business by raising and deploving capital in several

l new and emerging markets for which little historical information exists. The

future revenue is inherently difficult to forecast. If expected revenus is not

: achieved this may result in the impairment of.the B:odtgesters The Group's cross
‘ border operations and expansion is subject to risks beyond management's control

L including unexpected changes in regulatory requirements; difficulties in staffing
and managing foreign operations; difficulties relating to the enforcement of

contracts; and changes in laws and policies affecting trade and investment in

jurisdictions where the Group cperates. These risks could adversely impact the

ability of the Group to generate revenue in the future which could impact the

carrying value of the Biodigesters.

1

These risks of impairment relating to the Biodigesters will be mitigated over time.
Valuation of share options

Share options are valued using a bincmial option model. Details of the inputs into
this model are provided in note 18, Employee Benefits.
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24 Related partles

_ Identlty of related pames T ‘
' . The Group has a related party relat:onshap W|th its ‘subsndianes_(see note 25) S
__|ts D:rectors Executlve Offlcers and wnh the followmg companles .




Notes to the consolidated and company financial statements (continued)
1 !

25. Significant subsidiaries |
|

The Group's ultimate parent company is AgCert International ple. i
The Company has an investment in the subsidiaries outlined below: i

Note ("): The remaining ownership interest is held by Andlinger Capital Ill, LLC.
Note 12: The remaining ownership interest is held by AgCert Canada Holdings '.
Limited, whao is also a subsidiary of the AgCert Group. i




Nature of business

The nature of the business of AgCert Brazil Environmental Solutions Limited and
AgCert Mexico Environmental Services S de RL de CV is the construction of
brodrgesters the coIlectron and monitoring of data, the aggregation of suppliers
and dealrng wrth any Ioca! issues whrch anse

. _The nature of the. busmess of_tAgCert Serv:ces (USA) Inc is the prowswn of
, _management servrces operatlons 5Upp0rt and lT support, the’ ownershap of the
' Group s USA mtellectual property the regrstranon of the Group s USA patents

:The nature of the bus:ness of AgCert Canada Holdlng errted is 1o act asa
ho!dlng company for AgCen Canada and as a nominee shareholder for other .
AgCart subsrd:arues : ‘ ‘ '

The carrying amount of these investments on the Company balance sheet is as follows

o S
i ’ ) Ly

bhd{ | 26. Subsequent events

As part of the Company's ongoing funding activities it has, since 31 December 2005:

* arranged a secured pre-payment of up to €60 million with a major
; global Corporation for the purchase of CERs to be delivered at dates
| between 2008 and 2012;

» signed a term sheet for the placing with AES of new shares in the amount
) ' of 9.9% of the currently issued share capital at a price of €2.66 per share.
\ This placement is subject to AES final Board approval and Ageert International
ple shareholder approval. As part of this arrangement, joint ventures are
being negotiated;

'

!

|

l *» progressed negotiations with The International Finance Corporation {"IFC”)

| and group of-international banks for a senior syndicated debt facility of up to
! o €120 miillion. ‘
i
}
|
|

no other known subsequent events which required disclosure,

At the date of signing the consolidated and company financial staternents there were )




Notes to the consolidated and company financial statements

25. Significant subsidiaries

The Group's ultimate parent company is AgCert International plc.
The Company has an investment in the subsidiaries outlined below:

HER N

Note {1); The remaining ownership interest is held by Andlinger Capital 11l LL(::_ .

Note 12): The remaining ownership interest is held by AgCert Canada Holdings
Limited, who is alsc a subsidiary of the AgCert Group.

|
|

((continued)




(, (@ 26. Subsequent events

o e

Nature of business

The nature of the business of AgCert Brazil Environmental Solutions Limited and
AgCert Mexico Environmental Services S de RL de CV is the construction of
biodigesters, the collection and monitorin'g' of data, the aggregation of suppliers
and daa_liné Wifh any Idcai isapaa which arise.

i
jt
3
1]
]

L The nature of the busnness of AgCen Ser\nces (LUSA), Inc.is the provision of
management sarv:ces operat:ons suppor‘c and IT support, the ownershlp of the
Group s USA |nte1lectual property, the reg|strat10n of tha Group s USA patents
and data warehousmg o

.._. T o

The nature of the busuness of AgCert Canada Ho1d|ng L|m|ted |s to actas a
ho!dlng company for AgCert Canada and as a nominee shareholdar for other
AgCert subsmhanes

The carrying amount of these investments on the Company balance sheet is as follows

- T o S
.xlnvestrnenta:n sha“r%"capltal

1 As part of the Company’s ongoing funding activities it has, since 31 December 2005:

¢ arranged a secured pre-payment of up to €60 million with a major
global Corporation for the purchase of CERs 1o be delivered at dates
between 2008 and 2012;

€120 million.

At the date of signing the consolidated and c
no other known subsequent avents whlch aqL




AgCert International plc
Annual report and financial statements

, i Period from incorporation, 8 December 2004
- to 31 December 2005

| _ Registered number 394943
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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are in any doubt aslto what
action you should take, you should immediately seek your own financial advice from your stockbroker, bank
manager, solicitor or other independent professional adviser authorised under the Financial Services and Markets
Act 2000, This document does not constitute an offer for sale of any Ordinary Shares or the New Ordinary Shares.

If you have sold or transferred ali of your Ordinary Shares, please send this document and the accompanying form of proxy
to the purchaser or fransferee or to the stockbroker, bank or other agent through whom the sale or transfer was effected
for delivery to the purchaser or transferee. If you have sold or fransferred part of your registered holding of Ordlnary Shares,
please contact your stockbroker, bank or other agent through whom the sale or transfer was effected |mmed|ate|y

The Directors, whose names are set out on page 5 of this document, accept responsibility for the information contamed in
this documenit. To the best of the knowledge and beliet of the Directors (who have taken all reasonable care to ensure that
such is the case), the information contained in this document is in accordance with the facts and does not omit anythlng lixely
to affect the import of such information. 1

AgCert International pl¢

(incorporated and registered in lreland under number 394943)

|
|
|
Proposed Subscription by AES CC&T International, Ltd. l
for 15,200,851 New Ordinary Shares of 0.01 cents each \
at a price of 266 cents per New Ordinary Share ,
Notice of Extraordinary General Meeting |

|

|

|

A letter from the Chairman of the Company is set out on pages 5 fo 7 of this document.

Notice of an Extraordinary General Meeting of the Company, to be held ai the Merrion Hote!, Upper Merrion Street, Dub!m 2
at 2.00 p.m. on 18 May 2006 is set out at the end of this document. Shareholders will find enclosed a Form of Proxy for use
at the Extraordinary General Meeting. The Form of Proxy should be completed and returned to the Company's registrars,
Computershare investor Services (Ireland) Limited, Heron House, Corrig Road, Sandyford Industrial Estate, Bublin 18 frefand
in accordance with the instructions printed on it as soon as possible and, in any event, so as to be received no later than
2.00 p.m. on 16 May 2006.

The New Ordinary Shares, the subject of the subscription, have not been, and will not be, registered under the United States
Securities Act of 1833, as amended (the “Securities Act”), nor under the securities legislation of any state of the Uniteéli States.
Accordingly, subject fo certain exceptions, the New QOrdinary Shares may not directly or indirectly be offered or sold within
the United States or to or for the account or benefit of any US person (as defined in Regulation S under the Securities Act).
The New Ordinary Shares are “restricted securities” as defined in Rule 144 promulgated under the Securities Act. The New
Ordinary Shares are being offered within the United States pursuant to exemptions from the registration requnrements of the
Securities Act. The New Ordinary Shares may not be offered, resold, pledged or otherwise transferred in the Unlted States
or to, or for the account or benefit of, any US Person (as defined in Regulation S under the Securities Act) except {a)(i) in
an offshore transaction meeting the requirements of Regulation S under the Securities Act, (i} pursuant to an avallable
exemption from the reg|strat10n requirements of the Securities Act, or (iii} pursuant to an effective registration statement under
tha Securities Act; and (b} in accordance with all applicable securities laws of the states of the United States and other
jurisdictions. The New Ordinary Shares have not been approved or disapproved by the Securities and Exchange Commassmn
any state securities commission or other regulatory authority, nor have any of the foregoing authorities passed [upen or
endorsed the merits of the Subscription or the accuracy or adequacy of this document. Any representation to the contrary
is unlawful. Investors should be aware that they must be able to bear the economic risk of their invesiment for an indefinite
period of time.

The New Ordinary Shares are being offered and sold in the United States only to AES which is an “accredited investor”,
defined in Rule 501(a) under the Securities Act, in a private sale exempt from the registration requirements of the Secuntles
Act and any other applicable securities laws. By its acceptance or purchase of New Ordinary Shares, AES will be 'deemed
fo have represented and agreed, among other things, that it is an accredited investor. : |

|
Application has been made to the UK Listing Authority for the New Ordinary Shares to be admitted to listing on the Officiaf

List of the Financia! Services Authority and to trading on the main market of the London Stock Exchange. |
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The following definitions apply throughout this document, unless the context requires otherwise:

“Admission”

"AES”

“Board" or “Directors”

lICERII

"Company” or "AgCert” or "AgCert
International”

"CREST"
“Extraordinary General Meeting” or "EGM"
“Form of Proxy”

IIFSAII
“FSMA"
“London Stock Exchange”

“New Ordinary Shares”

“Official List"
“Offset”

“Ordinary Shares”
“Registrars”

“Resolution”

“Shareholders”
“Share QOptions Scheme”

“Subsctiption”

DEFINITIONS

application to the Financial Services Autharity and to the London Stock
Exchange for admission of the New Ordinary Shares to Ilstmg on the
Official List and to trading on the main market of the London Stock
Exchange becoming effective

AES CC&T Intenational, Ltd., a subsidiary of The AES Corporlation

the board of directors of the Company, whose names appear on page 5
of this document

Cerlified Emission Reduction, a type of Offset derived from clean

development mechanism projects in accordance with relevant UNFCCC
rules

AgCert Intemmational plc

the relevant system (as defined in the Regulations} in respect of which
CRESTCo Limited is the Operator (as defined in the Regulations)

the extracrdinary general meeting of AgCert convened for 2.00 p.m. an
18 May 2006 (or any adjoumnment of #) ‘

the proxy form sent to Shareholders with this document for|use by
Shareholders at the Extraordinary General Meeting l

the Financial Services Authority
the Financial Services and Markets Act 2000
London Stock Exchange plc

the 15,200, 851 Ordinary Shares proposed io be allotted and issued
pursuant to the Subscription

|
|
|
|
!
the Official List of the UK Listing Authority
a unit of credit used to offset one tonne of carbon dicxide equivalent

ordinary shares of 0.01 cents each in the capital of AgCer

Computershare Investor Services (Ireland) Limited

the resolution to be proposed at the EGM whereby pl’e-emptIOIti rights
are disapplied over a maximum of 15,200,851 New Ordinary Shares and
these New Crdinary Shares are alloled at a discount of more Ehan 10%
over the middle market closing price of the Ordinary Shares on 4
April 2008, being the day before the Subscription was announced

holders of Ordinary Shares
the Company's 2005 Equity Incentive Plan

the proposed subscription by AES for the New Ordinary Shares|




“Subscription Agresment”

“Subscnption Arrangement”

“Subscription Price”

“Subscription Proceeds”

“UK Listing Authority”

“uncertificated” or “in uncedificated form”

“UNFCCC”

“US" or “United States” or “United States of
America”

|

the conditional agreement to be entered into by the Company iamd AES
details of which are set out in the paragraph on page 6 of this document
entiled "Subscription arrangements”

the arrangement whereby pre-emption rights are disapplied over the
New Ordinary Shares which are the subject of the Subscnpuon and
these New Ordinary Shares are allotted at a discount of more tpan 10%
over the middle market closing price of the Ordinary Shares on 4 April
2006, being the day before the Subscription was announced

266 cents per New Ordinary Share
the €40,434,264 raised for the Company pursuant to the Subscription

the Financial Services Authority acting in its capacity as the competent
authorty for the purposes of Part IV of the Financial Services and
Markets Act 2000, as amended from time to time

recorded on the relevant register of the share or security conc!emed as
being held in uncertificated form in CREST, and title to which, by virtue
of the Uncertificated Securities Regulations 2001, may be transferred by
means of CREST

United Nations Framework Convention on Climate Change adopted in
New York on 9 May 2002 |

the United Slates of America, its possessions and territories, all areas
subject 1o its jurisdiction or any political sub-division thereof, any state of
the United States of America and the District of Columbia |

Unless otherwise indicated, all references in this document to “pounds steriing”, “€", “pence” or “p" are 1o the lawtul currency

of the United Kingdom and all references o "Euro”,

cents” or "€” are to the currency introduced at the start of the third stage

of European economic or monetary union pursuant to the treaty establishing the European Community, as amended

Where currencies have been converted, other than as set out in the paragraph below, the following exchange rate has heen
used: £1.00:€1.4412 (being the closing mid-point spol exchange rate on 24 April 2006, as published in the Financial Times
on 25 April 2008, being the latest practicable date prior to the publication of this document).

Where the discount of the Subscription Price to historical market prices is referred to, the exchange rate used is that of the
closing mid-point spot exchange rate on that date as published in the Financial Times on the following day. The relevanl dates
are 27 March 2006 (£1.00:€1.4530) and 4 April 2006 (£1.00:€1.4317). '
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Letter from the Chairman of AgCert International plc

AgCert International plc
{Incorporated and registered in Ireland under number 394943)

Directors: RngsrereI'd Oifice:
Merrick G Andlinger {Non-Executive Chairman) Apex Building
Gregory W Haskell (Chief Executive Officer) i Blackthorn Road
Paul D'Alten (Finance Directon Sandyford
Peter Murray (Non-Execufive Director) Dublin 18
Sir Robert Malpas (Non-Executive Director) ! Ireland

Dr Franz Fischler (Non-Executive Director) |
26 April 2006

To Shareholders and, for information only, to the holders of options under the Share Option Schemes
Dear Shareholder,

Proposed subscription by AES CC&T International, Ltd.

|

|

|

|

|
Introduction 1
AgCert International plc (“the Company” or “AgCert") announced on 5 April 2006, as part of its preliminary results sialernent
for the financiat year ending 31 December 2005, a strategic partnership with, and proposed equity subscnphon {"the
Subscription”) by, AES to further the strategic objectives of the Company. The Company is proposing to raise £40,434,264
{before expenses) through a conditional subscription by AES for cash of 15,200,851 New Ordinary Shares, representmg

approximately 8.9 per cent. of the Company's issued share capital, at a price of 266 cents (185 pence) per New Ordmary
Share.

As the New Ordinary Shares are not being offered to existing Shareholders it is necessary to disapply pre-empﬁon rights
which requires the approval of Shareholders.

The Subscription Price represents a discount of 12 per cent. to the average middle market closing price of Ordinary Shares
on 4 April 2006, being the day before the Subscription was announced. It represents a discount of 5 per cent. to the'average
middie market closing price on 27 March 2006, being the day before the Subscription Price was agreed, subject to further
negotiation-on the terms of the Subscription Agreement. This also requires the approval of Shareholders.

The purpose of this document is to provide you with details of the Subscription and to explain why the Board consigers that
it is in the best interests of Shareholders as a whole and recommends that you vote in favour of the resolution to be propesed
at the Extraordinary General Meeting.

|

Background to, and reasons for, the Subscription

As announced on 5 April 2006, AgCert and AES have entered inlo a forward sales contract for CERs to be defivered to AES
between 2008 and 2012 that provides for a pre-payment of up to €60 miflion (the “Pre-payment”). In addition, AgCen and
AES are proposing-to enter into the Subscription Agreement pursuant to which AES will subscribe for 15,200, 851 New
Ordinary Shares in AgCent at a price of 266 cenls (185 pence) per New Ordinary Share, raising approximately €40. 4 million
before expenses for the Company (the “Subscription Proceeds”).

AgCert and AES also intend lo enter into, at the same time as the Subscription Agreement Is signed, an agreement to pursue
sirategic initiatives in Asia, North Africa and Eastern Europe. Further details of which are provided below.

The Directors believe that the proposed Subscription cements the Company's valuable strategic relationship with AES the
benefits of which are described in more detail below. In addition, the Company intends to use the Subscription proceeds
along with the Pre-payment, to continue its programme of modifying animal waste management systems in Latin America and
Asia, and 1o fund operational and commercial expenditure in furtherance of the Company’s goals. *

Strategic relationship with AES

AES is one of the world’s largest global power companies, with reported revenues of approximately $11.1 billion for the year
ended 31 Decernber 2005. With operations in 25 countries on five continents, AES's generation and distribution iamlmes have
the capacity to serve 100 milfion people wordwide. Its 14 regulated utilities amass annuat sales of over 82,000 GWh and
128 generalion facilities have the capacity to generate over 44,000 megawatts.




{
AgCert and AES have entered into a sirategic relationship focused on AgCert’s current endeavours and expansion mto Asia,

North Africa and Eastern Europe. The parinership is expected to allow both companies to aggressively pursus additional
inventory through both existing and new geographies.

As described above, the Company intends to enter into an agreement with AES simultaneously with the Subscription
Agreement under which the Company and AES will pursue future projects (the “Joint Projects”) in Asia, North Afnca and
Eastern Europe through a jointly owned company with the objective of crealing a significant annual oulput of oﬂsets The
Directors believe that these initiatives will allow the Company to expand its operations into new territories, especrally in Asia
and Eastern Europe, more quickly and more effectively, and that they will give the Company the ability 1o produce additional
CERs al a lower level of capital expenditure than if the Company were operating in a sole capagity.

The Joint Projects will be based on the combined strength of the two companies. AgCert provides expertise in anlmal wasle
system modificaticns, carbon reduction regulatory processes and internal data system capture while AES supplies a strong
knowledge in construction and procurement, global reach and capilal assets.

The Directors believe that the relationship with AES will bring significant benefits 10 AgCent and will permit the acceleration
of the business model both in new and existing termitories beyond that which would be achievable without the suppon of AES.

As part of the Pre-payment, and as announced by the Company on 5 April 2006, the Company has agreed lo grant to AES
warrants to subscribe for Ordinary Shares up to a maximum of 5,266,656 Ordinary Shares which are exercisable for a period
of 5 years from the date of grant {but not before the first anniversary of the date of the Subscription Agreement) at an exercise
price of 115 per cent. of the market price at the date of grant,

Subscrlbtion arrangements \

The Company proposes to enter into the Subscription Agreement with AES under which AES will agree to subscnbe for the
New Ordinary Shares at the Subscription Price. The Subscription is conditional, inter alia, upon the passing of the Resoiutlon
and Admission occurring and formal Board approval by AES and the Company. The Subscription Agreement will also contain

customary warranties given by the Company in favour of AES, in relation to the accuracy of public information and other
mailers relating 1o the Company and its business.

Application will be made for Admission of the New Ordinary Shares. It is expected that, conditional upon the passing of the

- Resolution at the EGM and to the Subscription Agreement otherwise becoming wholly unconditional and not being termmated

in accerdance with its terms, dealings in the New Ordinary Shares will commence on 19 May 2006. The New Ordmary Shares
will, when issued, rank pari passu with the existing Ordinary Shares and will rank in full for dividends and other drsinbuhons
declared, made or paid on or after Admission. Immediately upon Admission, AgCert’s issued share capital will be 168,744,800
Ordinary Shares. The New Ordinary Shares will be issued in certificated form and will not be CREST enabled,

The Subscription Price represents a discount of 5 per cent. o the average middle market closing price on 27 March 2006,
being the day belore the Subscription Price was agreed, subject to further negotiation on the terms of the Subscnpnon
Agreement. However, as the Subscription Price represents a 12 per cent. discount to the mid-market closing price of Ordinary
Shares on 4 April 2008, being the day before the Subscription was announced, Shareholder approval of the level of discount
is required pursuant to the Listing Rules of the UKLA.

CREST is a paperless settlement procedure enabling securilies to be evidenced otherwise than by certificate and transfemed
otherwise than by written instruction. As a result of the applicability of certain US securities laws and restrictions on transfer
of the New Ordinary Shares, the New Ordinary Shares must be held in ceriificated form for a period of at least 12 monlhs
following Admission and therefore the New Ordinary Shares will not be eligible for settlement through CREST during thai time.
It should be noted that under US securities laws, holders of the New Ordinary Shares will' be subject to certain reslnctuons
on their ability to sell such shares. Accordingly, settlement of transactions in the New Ordinary Shares following Admlsswn
will not take place within the CREST system although trades can be reported to the London Stock Exchange and the cash
consideration can be setiled using the CREST residual service.

Extraordinary General Meeting

Set out at the end of this document is a notice convening an Extraordinary General Meeting to be held at the Memorlr Hotel,
Upper Merrion Street, Dublin 2 at 2.00 p.m. on 18 May 2006. This meeting is for the purpose of considering and (if !hought
it} passing a special resolution to disapply statutory pre-emption rights and authorise the Directors to allot the shares ro AES
pursuant to the Subscription for cash as if Section 23(1) of the Companies (Amendment} Act 1983 of Ireland did not apply.
The disapplication of pre-emption rights over a maximum of 15,200,851 New Ordinary shares, representing approxlmately
9.9 per cent. of the existing share capital, is in addition to the authority to allot up to 5 per cent. of the issued ordmary share
capital of the Company as if Section 23(t) of the Companies {Amendment) Act 1983 did not apply which is proposed to be
given by Shareholders at the 2006 Annual General Meeting fo be held on 4 May 2008, The authority set out in the Resolution




will expire at the conclusion of the Annual General Meeting o be held in 2007 or 15 months from the passmg of the
Resolution, if earlier. As discussed above, Shareholder approval is also being sought to approve the level of dlscount of the
Subscription Price as referenced to the middie market closing price of Ordinary Shares on 4 April 2006.

Action to be taken

You will find enclosed with this document a Form of Proxy for use at the EGM.

Whether or not you intend to attend the EGM, you are requested to complete the Form of Proxy in accordance; with the
instructions printed and return it to the Company’s Registrars, Computershare Investor Services (Ireland) Llrmted Heron

House, Corrig Road, Sandyford, Dublin 18, Ireland as soon as possible and, in any event, so that it is received no later than
2.00 p.m. on 16 May 2006.

Irrevocable underiakings

:
Each of Andlinger Capital Il LLC and XL TechGroup Inc. hold 27.2 per cent., and ANX LLC holds 10.2 per cent., of the equity
in the Company. These shareholders, representing in aggregate 64.5 per cent of the Company’s current issued share capital,
have irrevocably committed to vote in favour of the resclutions to be proposed at the EGM.

Recommendations

The Board is of the opinion that the Subscription Arrangement is in the best interests of Shareholders as a whole and
recommends Shareholders to vote in favour of the Resolution as the Directors infend to do so in respect of their beneflcual
holdings amounting, in aggregate {excluding the holding of Andlinger Capital lll LLC, described above, in which Merrick G

Andlinger has an interest), to 132,143 Ordinary Shares representing approximately 0.09 per cent. of the Compan;fslexrsting
issued share capital.

Yours sincerely,

Merrick G Andlinger

Chairman




